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This report contains certain “forward-looking statements’, as defined in the United States Private Securities Litigation Reform Act of 1995, 
that involve a number of risks and uncertainties. There can be no assurance that such statements will prove to be accurate and actual results 
and future events could differ materially from those anticipated in such statements. Such risks and uncertainties are disclosed under the heading 
“Risk Factors” in Cambior’s Annual Information Form (AIF) filed with the Ontario Securities Commission, the Quebec Securities Commission, 
the United States Securities and Exchange Commission (Form 40-F) and other regulatory authorities. 


Since January 1, 1996, Cambior Inc. has reported all financial results in US dollars. 
Production results are in metric units, unless otherwise indicated. 


Cambior Inc. carries on business in Canada. Affiliates and associated companies of Cambior Inc. carry on business 
in Canada and elsewhere. In this annual report, the terms “Cambior” and “the Company” are used interchangeably and, 
in each case, denote a reference to one or more of Cambior Inc. and its affiliates and associated companies. 


Improved cash flow from operations; $84 million, +23%, $1.21 per share 
Acquisition of remaining 50% interest in the Doyon mine 

Record gold production of 638,000 ounces, +23% 

Reduction in direct mining costs to $233/o0z ($223 in the 4th Quarter) 
Average realized gold price of $389/0z 

New $250 million Credit Facility 

Option agreement to acquire the Virgen Property 

ISO 14001 certification for Environmental Management System 


1998 199" 1996 
All amounts in US dollars $ $ $ 
RESULTS (in millions $) Gold Production 
Total revenues eee 324.4 2313.1 Sea bs 
Net earnings before writedown 11.0 Al 4.6 Be a 
Net earnings (Net loss) (11.5) el 4.6 
Cash flow from operations' 84.2 68.3 63.3 
PER COMMON SHARE ($) 
Earnings before writedown 0.16 OF12 0.08 1996 1997 1998 
Earnings (Loss) (0.16) O12 0.08 
Cash flow from operations' a2 1.14 1.08 Revennies 
Weighted average number (millions $) oe 
ross Revenues 
of shares (in millions)? 69.6 60.2 58.8 313 324 
Net Revenues 
GOLD PRODUCTION 
Number of ounces (000) 638 520 502 83% Gold 
Direct mining costs 
($ per ounce) 233 255 257 17% Metals 
Cambior’s selling price en ee 
($ per ounce) 389 424 423 
Market price ($ per ounce) 294 3311 388 Cash Flow 
from Operations 
FINANCIAL POSITION (millions $) es 
(in millions $) 
63 68 
Liquidities’ 108m 124 141 
Total assets 809 765 802 
Net debt 144 90 88 
Shareholders’ equity 550 536 548 
; . 1996 1997 1998 
Net debt-to-equity ratio (%) 20 14 12 


! Before changes in working capital items. 
2 As at December 31, 1998, Cambior had a total of 70.6 million common shares outstanding. 
3 Includes cash of $22 million and unused debt capacity of $86 million. 
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The Doyon Division is expected to continue to 
improve in 1999 and contribute 260,000 ounces 
of gold to the overall production target of 
650,000 ounces. 
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The objective for 1999 is to reduce direct mining 
costs to $215 per ounce. Direct mining costs at 

the Doyon Division are expected to improve to 
$200 per ounce. Efforts will continue to further 
reduce costs and the focus will be on improving the 
efficiency of the mining operations and securing 
lower supply costs. 


Production | 
Target % Net | 
1997 1998 1999 Revenues _ 
Gold Production Targets 
1999 Direct Mining 
(000 oz) Cost ($/oz) 


The active and successful gold hedging program is 
conducted to enhance revenues and protect near to 
medium term cash flow. As of December 31, 1998, 
the gold hedging program had a net position 
ensuring an average price of $353 per ounce on 
802,000 ounces of gold over the next two years, 
including full coverage for 1999 at $358 per ounce. 
Similarly, zinc exposure has largely been hedged at 
48¢/lb for 1999. 
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Based on production targets and hedged prices, 
the mine cash flow contribution is expected to 

be maintained at approximately $105 million in 
1999, a level similar to 1998. The base metal 

mine cash flow contribution is expected to improve 
to $20 million. 
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The capital investment program for 1999 is 
estimated at $57 million for improvements at 
operations. The Doyon, Omai and Langlois mines 
will receive the majority of these expenditures for 
deferred development to gain access to ore for 
production in future years. 


The feasibility studies for the Cerro San Pedro and 
Huamachuco projects, two low-cost heap leach 
gold projects, are scheduled for completion in 1999 
and the year 2000, respectively. The copper projects 
and other development projects will remain on care 
and maintenance until market conditions improve. 


Gold Production 
$/oz 
280 Sn a a Se eS. a es os 
oot __Direct Mining Costs _ 
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e New projects require minimum hedged price of $325/0z 
e Further potential from Gross Rosebel and Yaou-Dorlin 
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1000 


__ ee te Dies ee 
Cerro San Pedro ——» 
650 


1997 1998 1999 2000 2001 2002 
Target 


Sound Financial Position 


The Company has a sound financial position as 
of December 31, 1998, with total liquidities of 
$108 million and net debt/cash flow of only 1.7. 
No debt repayments are scheduled until 2001. 


Reserves 


Gold reserves from operations at December 31, 1998, 
calculated at $325 per ounce, stood at 5.2 million 
ounces with an additional mineral resource of 

1.4 million ounces. In addition, the gold development 
projects have mineral resources of 2.9 million ounces. 


Exploration 


The surface exploration expenditures target for 
1999 has been set at $12 million: $5 million related 
to current operations and $7 million for exploration 
of new projects. 


Health and Safety 


Health and safety efforts will be intensified in 
1999 with more in-depth training and rigorous 
enforcement of safety policies to meet the 
Company’s objective of continual improvement. 


in situ 
(000) 
Doyon 11,057 : 2,633 
Omai 42,929 : 1,888 
Sleeping Giant 365 140 
Bouchard-Hebert 6,308 


Langlois 6,117 


Total reserves 


Total resources (71% Doyon) 


Environment 


The ISO 14001 certification process will be pursued 
at the Doyon and Omai mines. Certification is 
targeted for next year. The Company plans to 
implement its environmental management system 
and certify it at all future development projects 
and operations. 


Guy G. Dufresne 
Chairman of the Board of Directors 


Difficult Market Environment 


The year 1998 was very difficult for most of the mining 
industry, as gold and non-ferrous metal prices continued 
to decline in reaction to an anticipated slowdown of the 
world economy. Gold prices reached their lowest level since 
1979. Zinc and copper prices followed downward trends 
and also reached historical lows. Markets appeared to have 
stabilized by year-end 1998 and are building a base in 
early 1999 in a very uncertain market environment, with 
forecasted improvements in the second half of the year. 

Unfortunately, this very negative environment for gold 
and non-ferrous metals has negatively impacted capital 
markets and the valuation of gold mining companies. 
Investor interest has largely focused on the larger and 
more liquid senior gold producers to the detriment of 
intermediate producers like Cambior. After showing an 
increase through the first four months of 1998, the TSE 
Gold Index ended the year at the same level as the end 
of 1997. The Cambior stock price, as an intermediate 
size producer, performed in line with the general market. 

Cambior’s operations did enjoy some compensating 
benefits from these weak commodity markets. Canadian 
operations benefited from the lower Canadian dollar 
and the Omai mine experienced lower energy costs due 
to lower fuel prices. 


Financial Results 


In spite of the difficult market environment, we were 
successful, for the third consecutive year, in increasing 
not only our gold production and revenues, but more 
importantly, our cash flow per share and our earnings 
per share before writedowns. Revenue for the year ended 
December 31, 1998 totaled $344 million, an improvement 
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A Word to 
Our Shareholders 


of $20 million over the previous year. Cash flow from 
operations was $84 million or $1.21 per share for the 
year, a $16 million or $0.07 per share improvement 
over the prior year. Net earnings before writedowns also 
improved to $11 million or $0.16 per share as compared 
to $7 million or $0.12 per share in the prior year. 

In light of the continuing weakness of gold prices, 
Cambior has recorded a non-cash charge of $24 million, 
$22.5 million net of taxes, in the fourth quarter of 
1998, principally due to the writedown of the Metates 
gold-silver property ($14 million), in Mexico, and the 
devaluation of certain investments and assets. The net 
loss after this writedown was $11.5 million. 


Improved Operating Performance 


Gold production increased to a record of 638,000 ounces 
in 1998, a 23% increase over the 520,000 ounces 
produced in 1997 and 3% above our original target of 
620,000 ounces for the year. The average direct mining 
cost for gold production continued to decline, averaging 
$223 per ounce for the fourth quarter and $233 per 
ounce for the year, a 9% reduction over the previous 
year and a 3% improvement over our original target of 
$240 per ounce for the year. 

The improved operating performance is primarily due 
to the impact of the acquisition of the remaining 50% 
interest in the Doyon mine in January 1998, and the success 
of the phased improvements that were implemented 
as Cambior took responsibility for the operations. The 
Sleeping Giant mine also greatly increased its contribution 
with added production and lower unit costs. 

Zinc production was 62,200 tonnes in 1998, as compared 
to 47,500 tonnes in the previous year due to a full year 


of operations at the Langlois mine. Copper production 
was 6,900 tonnes and Cambior’s share of production 
from the Niobec mine was 1,100 tonnes of niobium. 

The priority for 1998 was on cost reduction and 
value creation at all operations and in all sectors of 
the Company, with benefits expected to continue into 
1999 and beyond. 


Investment Program 


The capital investment program for 1998 included 

$99 million for the acquisition of the remaining 50% 
interest in the Doyon mine. Capital investments in 

mine operations amounted to $61 million with major 
expenditures allocated to mine deepening programs, 
production expansion, cost improvement projects, 
sustaining capital and mine exploration targeted at 
reserve replacement. Larger allocations were assigned to 
Doyon, with $26 million, and Omai, with $20 million. 
Capital investments of $22 million for development 
programs were considerably reduced from prior years and 
concentrated on advancing the two low-cost heap leach 
gold projects of Cerro San Pedro and La Arena. 


Reserves and Resources 


The principal economic assumptions for the estimation 
of mining reserves at year-end 1998 were updated with 
a long-term gold price assumption of $325 per ounce, 
as compared to $350 in 1997. Long-term prices for 
zinc were reduced from 60¢/Ib to 55¢/Ib and copper was 
maintained at $1.00/Ib. 

Additional development and definition drilling have 
improved proven and probable reserves at the Doyon 
Division to 2.6 million ounces at year-end 1998, as 


Louis P. Gignac 
President and Chief Executive Officer 


compared to 2.3 million ounces at year-end 1997. Reserves 
at the Omai mine were negatively affected by the reduced 
gold price assumption and are estimated at 1.9 million 
ounces at year-end 1998, compared to 2.5 million ounces 
at year-end 1997. Cambior’s total mining reserves at 
operating properties were 5.2 million ounces at year-end 
1998, while mineral resources for these properties 
amounted to an additional 1.4 million ounces. 

In addition, Cambior has a number of advanced 
gold development projects with mineral resources. 
These advanced projects include Cerro San Pedro (50%) 
with 660,500 ounces, La Arena with 426,300 ounces, 
Gross Rosebel (50%) with 1,074,500 ounces and 
Yaou-Dorlin (50%) with 516,800 ounces. 


Sound Financial Position 


Cambior maintains a sound financial position. The 
five-year revolving credit facility was renegotiated in 
1998 and provides us with a prudent capital structure 

in these challenging market conditions. Liquidities at 
year-end totaled $108 million and the net debt of 

$144 million represents a net debt-to-capital ratio 

of 20%. Based on the bank debt outstanding as of 
December 31, 1998, Cambior has no scheduled repayment 
of debt until the reimbursement of $34 million in 2001. 


Hedging Program 

Cambior continues to actively manage its hedging 
program and thereby reduces risk by establishing a secure 
base cash flow from operations in the medium term. The 
realized price of gold in 1998 averaged $389 per ounce 
for a premium of $95 per ounce over the average market 
price of $294 per ounce. 


Réjean Gourde 
Senior Vice President, Guiana Shield 
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As of December 31, 1998, the gold hedging program 
had a net position ensuring an average price of $353 
per ounce on 802,000 ounces of gold over the next two 
years, including full coverage of the gold production for 
1999 at $358 per ounce. Similarly, our zinc exposure for 
the expected 1999 production has been largely hedged 
at a floor price of 48¢/Ib. 


1999 Priorities and Targets 


Gold production for 1999 is targeted to reach a total 

of 650,000 ounces. More importantly, average direct 
mining costs are planned at $215 per ounce for 1999, 
an 8% reduction when compared to the $233 per ounce 
achieved in 1998. These improvements are largely 
attributable to the anticipated performance at the Doyon 
mine where further improvements in underground 
mining operations are expected, and also to continuous 
pressure to achieve higher productivity and reduce costs 
at all operations. 

Cambior’s base metal operations are expected to 
generate $20 million of operating cash flow in 1999 
and provide a strong contribution in spite of low prices. 
The metal production targets for 1999 have been set 
at 71,200 tonnes of zinc, 8,100 tonnes of copper and 
1,100 tonnes of niobium. 

The capital investment program for 1999 has been 
established at $67 million, of which $57 million is 


Pierre D. Chenard 


Vice President, Corporate Development 
and General Counsel 


Jean Boissonnault 
Vice President, Exploration 


Henry A. Roy 


Senior Vice President, 
Finance and Administration, and CFO 


Raynald Vézina 


Senior Vice President, Canada 


assigned to expand and sustain operations principally at 
Doyon, Omai and Langlois. The development program 
has been curtailed to $10 million with the major focus 
on the Huamachuco (La Arena and Virgen properties) 
and Cerro San Pedro projects. 


Strategic Outlook 


Cambior’s strategic direction and operational priorities 
are being dictated by the current state of commodity 
prices and the weakness of the mining sector. The focus 
for the near term remains to complete the investment and 
improvement programs at the Doyon Division to reach 
our objective of producing at a level of 300,000 ounces 
per year within two years. This will involve expanding 
production on level 10 and initiating production on a 
new mining horizon on level 12 at the Doyon mine, 
and also sinking an.internal shaft at the Mouska mine 
to access the high-grade Zone 50 at depth. 

The Omai mine has passed its peak production level and 
will be managed to reduce costs and to define additional 
soft rock reserves with a view to maintaining a production 
level of 300,000 ounces per year over the near term. 

Increased production at a lower unit cost is expected 
from the Sleeping Giant mine and improved financial 
returns are planned at the Langlois mine due to higher 
zinc grades over time as Zone 97 enters the production 
plan in the year 2000. 


Robert Ménard Gérald H. Veillette 


Vice President, Projects and Construction Vice President, USA and Mexico 
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Vice President, Treasurer — 


The development programs have been seriously 
curtailed in response to the weak market conditions. 
Investments will focus on the advancement of our 
two low-cost heap leach gold projects, Cerro San Pedro 
and Huamachuco. 

In spite of the poor market conditions and reduced 
realized gold prices in 1999, Cambior intends to remain 
profitable in 1999 and manage its activities prudently. 
Cost control and focus on immediate value creation has 
enabled us to survive and be profitable at the low end 
of the price cycle. By putting most of our development 
projects on care and maintenance, we have focused our 
capital expenditures on our operating mines to ensure 
sustainable and increasing operating cash flow. These 
capital programs will be greatly reduced in 2000 and 
2001, which will enable us to meet our debt obligations 
even if we have to suffer low metal prices for the 
duration of our debt repayment. When market 
conditions improve, Cambior will have an impressive 
inventory of projects ready for development. 


Health, Safety and Environment 


We have always accorded a strong importance to 
health and safety in the workplace and the responsible 
management of social and environmental issues. 

Due to major efforts in training and upgrading 
procedures and standards at all operations, we have 
achieved improvements at many of our operations but 
have not realized targeted improvements in our safety 
performance. We are reviewing our approach and 
management system to reaffirm our priority to work 
safety and to enforce our “zero tolerance” principle with 
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Guy G. Dufresne 
Chairman of the Board of Directors 


regard to hazardous practices and poor work habits, 
while maintaining our training programs and continuous 
communications with the workers on work safety. 

Cambior is especially proud that its environmental 
management system has been awarded the prestigious 
ISO 14001 certification. Cambior is the first mining 
company in Canada and the first gold mining company 
in the world to achieve this certification for its environ- 
mental management systems. With the exception of the 
Doyon mine (which was wholly acquired by Cambior in 
early 1998), all Canadian entities were certified under 
ISO 14001 standards in 1998. The process is being 
pursued at the Doyon mine and at the Company’s 
subsidiary, Omai Gold Mines Limited in Guyana, and 
certification is targeted for next year. It is our objective 
to implement our environmental management system 
and certify it under the ISO 14001 standards at all 
future development projects and operations. 


Employee Appreciation 


These are challenging times for Cambior and we are 
especially appreciative of the efforts and support of our 
dedicated employees. It is their commitment and hard 
work that helped us surpass our objectives in 1998. 

The year 1999 appears just as challenging and the 
support of our employees will be solicited again in order 
to meet and exceed our targets. 

Mr. Gilles Mercure, Chairman of the Board since 1986, 
stepped down as Chairman of the Company in 1998, but 
remains an active member of the Board. We would like 
to thank Mr. Mercure for his years of invaluable service 
and look forward to his continuing contributions. 
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Louis P. Gignac 
President and Chief Executive Officer 


January 27, 1999 


Nernand Bédard 


Vice President, Human Resources 
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Marcel Lalonde 
_ Vice President, Control 


Francois Barron 
Corporate Secretary 
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CERRO SAN PEDRO 
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Operations 


Development Projects 


(Cambior’s share) 


1997 
GOLD PRODUCTION STATISTICS 
Omai (100%) (ounces) 338,500 
Direct mining costs ($/oz) 245 
Doyon (ounces)! 110,500 
Direct mining costs ($/oz) 291 
Sleeping Giant (50%) (ounces) 24,800 
Direct mining costs ($/oz) 254 
Bouchard-Heébert/Langlois (ounces)? 36,500 
Direct mining costs ($/oz - pro rata) 227 


Total Gold Production (ounces) 
Direct mining costs ($/oz) 


520,000 
255 


Direct mining cost ($/oz) 255 
Smelting, refining, transportation ($/oz) 5 
By-product credits ($/oz) (1) 

Cash operating cost ($/oz) 259 
Royalties ($/oz) 11 

Total cash cost ($/oz) 270 
Depreciation ($/oz) 82 
Reclamation ($/oz) 3 

Total production cost ($/oz) 355 

ZINC PRODUCTION STATISTICS 

Zinc (t) in concentrate 
Bouchard-Hébert 32,100 
Langlois> 15,400 

Total zinc (t) in concentrate 47,500 

COPPER PRODUCTION STATISTICS 

Copper (t) in concentrate 
Bouchard-Hebert 7,900 
Langlois 700 

Total copper (t) in concentrate 8,600 

FERRONIOBIUM 

PRODUCTION STATISTICS 

Niobec (50%) - (tonnes Nb) 1,100 


CONVERSION TABLE 


Metric system Imperial system 


1 metre (m) 3.2808 feet (ft) 


1 kilometre (km) 0.6214 mile (mi) 


1 square kilometre (km2) 0.3861 square mile (mi2) 
1 gram (g) = 0.0322 troy ounce (oz) 


1 kilogram (kg) 2.2046 pounds (Ib) 


1 tonne (t) = 1.1023 tons (t) 


1 gram/tonne (g/t) 0.0292 ounce/ton (oz/t) 


SYMBOLS USED 


Ag = silver 

Au = gold 

Cu = copper 

FeNb == _ ferroniobium (or ferrocolumbium) 
Nb,0, = niobium pentoxide 

Zn = —ZANie 


= 


Doyon includes the acquisition of Barrick’s interest in 
the Doyon mine for 1998 and the consolidation of the 
Mouska mine. 


i) 


Gold and silver produced at Bouchard-Hebert and 
Langlois are reported in gold equivalent. 


w& 


Due to depletion of reserves, mining activities ceased 
in 1997 at the Silidor and Chimo mines. 


cs 


The mine cash flow for the base metals provided $13.3M 
in the year representing $21 per ounce produced. Net of 
this credit, the cash operating cost represents $214 per 

ounce and the total cash cost represents $222 per ounce. 


wa 


Production at the Langlois mine was suspended in 
December 1996 to modify the underground mining 
method in certain sectors of the deposit and due to the 
weakness of the zinc market. Operations were restarted in 
July 1997. The operations were temporarily interrupted 
in November 1998 to repair the main ore pass. 
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December 31, 1998 


December 31,1997 


@ $325/oz @ $350/oz 
GOLD OPERATIONS' Tonnes Grade Ounces Tonnes Grade Ounces 
(000) g Au/t in situ (000) g Au/t in situ 
Doyon (100%)2 
Proven and probable reserves 11,057 7.4 2,632,800 10,534 6.9 2,344,000 
Mineral resources 8,202 3.9 1,031,600 4,669 4.7 708,000 
Omai (100%) 
Proven and probable reserves 42,929 1.4 1,888,000 54,129 1.4 2,519,000 
Mineral resources 6,731 1.5 327,000 — - _ 
Sleeping Giant (50%) 
Proven and probable reserves 365 12.0 140,500 287 1129) 110,000 
Mineral resources 232 (37/ 65,100 43 8.6 12,000 
Bouchard-Hébert (100%)3 
Proven and probable reserves 6,308 1.8 373,200 8,120 1.8 472,000 
Mineral resources 212 1.9 12,900 = _ _ 
Langlois (100%)3 
Proven and probable reserves 6,117 0.7 142,100 6,179 0.7 134,000 
Mineral resources 830 0.4 11,200 » 836 0.4 11,000 
Total gold operations 
Proven and probable reserves 5,176,600 5,579,000 
Mineral resources 1,447,800 731,000 
GOLD PROJECTS 
Cerro San Pedro (50%)3; 4 5 
Mineral resources 21,400 1.0 660,500 27,900 0.9 844,000 
Gross Rosebel (50%)5 © ; 
Mineral resources 20,675 1.6 1,074,500 17,646 1.8 996,000 
Huamachuco (100%) 
La Arena 
Mineral resources 13,740 1.0 426,300 16,097 el 580,000 
Virgen 
Mineral resources 3,938 1.9 246,000 - _ _ 
Yaou-Dorlin (50%) 
Mineral resources _ 8,244 1.9 516,800 8,414 1.9 518,000 
Total gold projects 
Mineral resources 2,924,100 2,938,000 


! Mining reserve and mineral resource estimates were calculated using a long-term gold price assumption of $325/oz in 1998 compared to $350/oz in 
1997. Silver prices used were $5/oz in 1998 compared to $6/oz in 1997. The 1998 mineral resources are measured and indicated. 


2 Including reserves and resources from the Mouska mine. 

3 Gold equivalent: ratio 1 g Au/t for 65 g Ag/t. 

4 Cambior must invest $20 million to retain its 50% interest. 

5 Reclassification at December 31, 1998 of the 1997 mining reserves as mineral resources. 


6 Despite the revised calculation of the resources at $325/oz in 1998, the resources have increased compared to 1997 due to a revision of the 


economic parameters. 


— 
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BASE METALS! AND MINERALS 


December 31, 1998 December 31,1997 


Zinc Copper 
in situ in situ 


Tonnes Tonnes Tonnes Tonnes 
(000) Grade (000) (000) (000) Grade 
Bouchard-Hébert (100%) 
Proven and probable reserves 6,308 4.37% Zn, 0.75% Cu 276 47 8,120 4.13% Zn, 0.79% Cu 
38.5g Ag/t, 1.3g Au/t 40.3g Ag/t, 1.2g Au/t 
Mineral resources st 212 1.76% Zn, 2.83% Cu eee! 6 - - 
53.2g Ag/t, 1.1g Au/t 
Langlois (100%) 
Proven and probable reserves 6,117 8.99% Zn, 0.51% Cu 550 31 6,179 8.72% Zn, 0.52% Cu 
40.7g Ag/t, 0.1g Au/t 40.2g Ag/t, 0.1g Au/t 
Mineral resources 830 6.08% Zn, 0.32% Cu 50 3 836 5.88% Zn, 0.31% Cu 
20.8g Ag/t, 0.1g Au/t 21.9g Ag/t, 0.1g Au/t 
Niobec (50%) 
Proven and probable reserves 53213 0.73% Nb,0, 5,692 0.73% Nb,0, 
Total operations 
Proven and probable reserves 826 78 
Mineral resources 54 9 
PROJECTS 
Carlota (100%) 
Proven and probable reserves 95,854 0.44% Cu 467 95,854 0.44% Cu 
El Pachon (50%) 
Proven and probable reserves 439,706 0.62% Cu QRS 439,706 0.62% Cu 
La Granja (100%) 
Proven and probable reserves 2,295,000 0.59% Cu 13,500 2,295,000 0.59% Cu 
Total projects 
Proven and probable reserves 16,680 


! Mining reserve and mineral resource estimations were based on long-term prices for zinc of 55¢/lb in 1998 and 60¢/lb in 1997; 


the long-term copper price was maintained at $1.00/lb. 


MINING RESERVES 


The portion of a mineral resource likely to be mined legally and 
economically given current mining technology, and given precise 
economic conditions deemed to be considered reasonable at the 
moment of estimation and to which a dilution factor has been 
applied in accordance with the operator’s experience or knowledge 
of the deposit. Project viability must be demonstrated with a 
feasibility study. 


Proven Ore: Material for which tonnage is computed from 
dimensions revealed in outcrops, trenches, underground workings 
or drill holes and for which the grade is computed from the results 
of adequate sampling. Sites used for inspection, sampling and. , 
measurement are so spaced and the geological character so well 
defined that the size, shape and mineral content are so well 
established that the computed tonnage and grade are judged to 
be accurate within defined limits. 


Probable Ore: Material for which tonnage and grade are computed 
partly from specific measurements, samples or production data, 
and partly from projection for a reasonable distance on geological 
evidence. Sites available for inspection, measurement and sampling 
are too widely or otherwise inappropriately spaced to outline the 
material completely or to establish its grade precisely. 


MINERAL RESOURCES 


Mineralization for which tonnage and grades of elements of interest are 
known by drilling and sampling without the economic and engineering 
knowledge necessary to demonstrate economic viability. 


Measured Resources: Material for which tonnage is computed from 
dimensions revealed in outcrops or trenches or drill holes, and for which 
the grade is computed from the results of adequate sampling. The size, 
shape and grade of the ore zones are established from a tight and regular 
drilling pattern. The parameters used for estimation are not submitted 
through a feasibility study but are adapted from similar deposits and are 
considered reasonable within existing market conditions. 


Indicated Resources: Mineralization for which continuity is demon- 
strated by drilling and sampling done on a regular but relatively widely 
spaced fashion. The parameters used for estimation are not submitted 
through a feasibility study but are adapted from similar deposits and 
are considered reasonable within existing market conditions. 


Inferred Resources: Material for which quantitative estimates are based 
largely on broad knowledge of the geological character of the deposit 
and for which there are few, if any, samples or measurements. Estimates 
are based on an assumed continuity or repetition for which there are 
reasonable geological indications, which may include comparison with 
deposits of similar type. 
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In 1998, Cambior produced 
638,000 ounces of gold, which 
represented 83% of net revenues 
after transformation charges and 
87% of cash flow from operations. 

Gold markets traded during 1998 
mostly within the range of $290 to 
$300 per ounce, reaching a low of 
$273 per ounce on August 28, 1998, 
the lowest since 1979. The gold price 
was back to the $290 level by year 
end and had seemingly established 
a base for improvement in 1999. 
The gold market was affected by 
the strong US dollar, the uncertainty 
of central bank selling and weak 
demand from Asian countries. The 
average annual price of $294 per 
ounce was 11% lower than in 1997. 

Improvements are expected in 
1999 by most specialists due to 
the introduction of the Euro, the 
anticipated impact of the European 
Central Bank and improvements in 
some Asian markets. 

To enhance revenues and protect 
near to medium term cash flow, the 
Company conducts an active gold 
hedging program. The program has 
been successful, generating an 
average premium of $57 per ounce 
over the last ten years. 

In 1998, the gold hedging 
program generated an average 
realized price of $389 per ounce for 
a premium of $95 per ounce over 
the average market price of $294 
per ounce. The gold hedging 
program provided over $60 million in 
additional revenues in total in 1998. 
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GOLD HEDGING PROGRAM 


1999 
Forward position (ounces) 633,357 
Average price ($/oz) 330 
Deferred gain ($/oz) 28 
Total ($/oz) 358 
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As of December 31, 1998, the gold 
hedging program had a net position 
ensuring an average price of $353 
per ounce on 802,000 ounces of 
gold over the next two years, 
including full coverage of the 
anticipated gold production for 1999 
at $358 per ounce. This realized 
price will be achieved with the 
benefit of the hedge positions on 
the forward sale of gold production 
and the amortization of deferred 
earnings generated by the conversion 
of gold loan hedge positions. 

Gains were realized by the 
conversion of the gold loans into 
dollar loans during 1997 and 1998. 
An amount of $13 million has been 
recorded in the 1998 results and the 
balance of $37.6 million will be 
included in the results as follows: 
$17.8 million in 1999, $14.1 million 
in 2000 and $5.7 million in 2001. 
For the year 2000, the table reflects 
the average deferred gain amortized 
over the forecasted ounces. In 
addition to these commitments, 
the amounts of $10.4 million in 
2000 and $5.7 million in 2001 
remain available. 

In addition, a total of 4.0 million 
ounces are subject to call options 
sold at an average price of $348 per 
ounce over a period of four years. If 
exercised, these options can normally 
be rolled over and/or converted into 
spot deferred contracts. 
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Zinc revenues represent 10% of 
Cambior’s net revenues. The LME 
zinc price opened the year at 

49¢/lb and prices decreased to reach 
a low of 42¢/lb on December 31. 
The fundamentals for zinc are quite 
favourable at only 7 weeks of 
inventory, but zinc was dragged 
down by the general downward 
pressure on global commodity prices. 
Over the year, zinc averaged 46¢/lb, 
down 22% from 60¢/Ib in 1997. 
For 1999, Western World supply and 
demand indicate a modest shortfall 
and zinc prices could improve if the 
market returns to a more fundamental 
approach. Cambior has hedged the 
anticipated 1999 production for 
Langlois and approximately half of 
the Bouchard-Hebert production 

at 48¢/Ib. 


Copper revenues represent 2% of 
Cambior’s net revenues. Copper 
prices on the LME in 1998 generally 
declined. Prices ranged from a high of 
85.3¢/Ib in April to a low of 65.2¢/Ib 
in late December. The average price 
over the year was 75.0¢/Ib, down from 
$1.03 in 1997. Copper prices began 
to weaken in early July, when the 
copper market showed signs that it 
was entering into a period of heavy 
surplus with shipments from recently 
built mines. The negative sentiment 
towards copper and other base metals 
increased in the fourth quarter as the 
economic and financial problems in 
Southeast Asia continued and concern 
grew over the potential impact of 
this situation on metal consumption. 


Western World 
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Copper prices in 1999 could 
recover from their 1998 lows due to 
mine closures and deferral in new 
production due to current prices. 
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$7.9 million for deferred development 


100% of the Doyon mine and has and $1.0 million for exploration. At 


Doyon, 1,700 metres of drifts were 
excavated to prepare levels 10 and 
12 for mining. The ventilation shaft 
to the west of Doyon was completed 
during the third quarter and required 
an investment of $1.4 million 
during 1998. 

Improved results at the Doyon 
Division are due to operating changes 
implemented by Cambior since the 
beginning of the year, including: 
the integration of the Mouska 
mine with the Doyon mine; higher 
efficiencies; and the positive impact 
of the accelerated development 
program. The integration of Mouska 
with Doyon is expected to generate 
over $2 million in annual savings. 

The main accomplishments for the 
year were the increase of ore available 
for stoping from 380,000 tonnes to 
804,000 tonnes and the increase of 
mill throughput from 1.2 million 
tonnes to 1.3 million tonnes. 

The paste fill plant was commis- 
sioned in late September and will 
allow the reduction of dilution in the 
West Zone. Production on level 10 
began in September and improved 
the availability of higher-grade 
stopes starting in the fourth quarter. 
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The exploration program during 1998 
included 4,900 metres drilled at Doyon 
to confirm the gold potential in the 
Far West Zone and 17,100 metres at 
Mouska to explore the extension of 
Zone 50 and the Authier prospect. 
The 1998 definition drilling 
program was successful in upgrading 
ore from the mineral resource 
category to the mining reserve cate- 
gory and significantly increasing the 
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amount of mineral resources. Current representing 2.6 million ounces of 


reserves at the Doyon Division stand gold in situ, a 12% increase in 
at 11.1 million tonnes @ 7.4 g Au/t ounces over the previous year. 
Target 
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Reserves: 11.1 million tonnes @ 7.4 g Au/t; 
2.6 million ounces of gold in situ 


Resources: 8.2 million tonnes @ 3.9 g Au/t; 
1.0 million ounces of gold in situ 
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Cumulative 
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Current resources stand at 8.2 million 
tonnes grading 3.9 g Au/t 
representing 1.0 million ounces 

in situ, a 46% increase in ounces 
over the previous year. 

Reserves under level 8, which are 
becoming available for production, 
show a higher average grade than 
the reserves above level 8. The 
average reserve grade above level 8 
is 6.9 g Au/t and below level 8 is 
8.1 g Au/t. The Doyon Division 
has an excellent history of reserve 
replacement and growth. 


In 1999, the Doyon Division is 
expected to mill 1,330,000 tonnes 
grading 6.4 g Au/t to produce 
260,000 ounces of gold at an average 
direct mining cost of $200 per ounce. 
The increase in production is due 
mainly to an anticipated 10% increase 


in grade. The increase in grade can 
be attributed to the availability of 
stopes below level 8, reduced 
dilution and less feed required from 
the low-grade stockpile. 

In 1999, 80% of the ore milled 
from the Doyon mine is scheduled to 
come from above level 8, 15% from 
levels 8 to 10 and 5% from below 
level 10. The 1999 mine program 
schedules 17,000 metres of develop- 
ment, including 9,300 metres for 
stope preparation and 7,700 metres 
of deferred development. The 
Mouska mine is expected to provide 
86,400 tonnes grading 16.8 g Au/t 
to produce 43,700 ounces of gold. 

Further improvements are 
expected as levels 12 and 14 at 
Doyon become available for 
production during 1999 and the 
year 2000, and as more selective 
mining methods are introduced. 


Capital expenditures for 1999 for 
the Doyon Division are targeted at 
$25 million, including $12 million 
for deferred development, $5 million 
for the sinking of an internal shaft at 
Mouska and $2 million for surface 
and underground exploration. 

The mine program for 1999 will 
introduce selective mining methods, 
particularly in the West Zone where 
paste fill is available. The focus for 
1999 will be to optimize the mill 
throughput, reduce dilution and 
improve the grade milled. 

The definition drilling program 
for Doyon includes 41,000 metres 
to confirm the extension of known 
zones. Access to level 12 will permit 
drilling down to level 14. The goal 
of the program will be to increase 
mining reserves and mineral 
resources during the year. 

The 1999 Mouska mine program 
includes 700 metres of stope 
development and 1,200 metres of 
deferred development. A new drift 
to the south on level 6 will permit 
the establishment of a diamond | 
drilling base to explore the Authier 
Zone and high potential corridors 
to the east. 

Exploration drilling efforts will 
be intensified starting in 1999. At 
Doyon, an exploration drilling 
program of 8,000 metres, including 
4,500 metres from surface, will 
target the property west of the mine 
along the North and South corridors 
and the Mooshla B prospect. 

At Mouska, the exploration 
program includes 3,200 metres of 
exploration drilling from surface 
and 15,600 metres of underground 
exploration drilling. 


The Omai open pit gold mine is 
located in central Guyana. Due to 
the financing structure of Omai Gold 
Mines Limited (OGML), Cambior 
reports 100% of the mine production. 


The Omai mine performed well in 
1998 with the mill averaging a 
throughput of 21,100 tonnes per day 
and processing 73% hard rock for the 
year, as compared to 20,000 tonnes 
per day and 63% hard rock in 1997. 
The mill processed a total of 
7,706,000 tonnes of ore grading 
1.44 g Au/t. The mine achieved 
record throughput for both total ore 
processed and the percentage of 
hard rock processed. 

Total production for the year 
was 327,500 ounces of gold. As 
anticipated, the ore mined from the 


Fennell and Wenot pits, grading 
1.50 g Au/t, provided only 89% 

of the mill feed. The remainder of 
the mill feed was supplied from the 
low-grade stockpiles at a grade of 
0.85 g Au/t. 

The operating cost per tonne 
milled was $10.18 for 1998, a 10% 
reduction over the previous year. 
The direct mining cost per ounce 
was reduced from) $245 in 1997 to 
$239 in 1998 and to $228 in the 
fourth quarter. The cost improvements 
in 1998 were due to improved mine 
and mill efficiencies, decreased fuel 
and maintenance costs and decreased 
consumption of reagents. 

Capital expenditures for 1998 
totaled $19.7 million including 
$6.9 million for mine equipment, 
$1.6 million for exploration, and 
$5.9 million for deferred stripping. 


Target 


1997 1998 1999 


ENN 


42.9 million tonnes @ 1.4 g Au/t; 


1.9 million ounces of gold in situ 


6.7 million tonnes @ 1.5 g Au/t; 


327,000 ounces of gold in situ 
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The exploration program at Omai in 
1998 focused on the Quartz Hill 
and Omai River concessions located 
adjacent to the Omai mine and 
targeted the extension of the miner- 
alized lenses of the Wenot deposit. 

During the year, the drill 
program included 128 holes totaling 
8,400 metres, including 18 holes 
(1,100 metres) on the Omai 
concession, 63 holes (4,800 metres) 
on Quartz Hill, and 7 holes 
(300 metres) on Omai River. 

Significant gold mineralization 
was identified in the Northern part 
of the Quartz Hill property. Extensive 
fence drilling on the northern flank 
of the Quartz Hill ridge intersected 
zones of primary gold mineralization, 
which could be indicative of the 
primary source of the gold present in 
the transported mineralized laterite, 
where resources of 350,000 tonnes 
at 1.3 g Au/t were identified. 

In 1998, OGML announced that 
an agreement had been reached for 
the exploration and development of 
the Eagle Mountain property, located 
45 kilometres southwest of the 
Omai mine and previously owned 
by Golden Star Resources Ltd. 

OGML earned a 100% interest by 
paying $80,000 to Golden Star, 

and advancing approximately 

$3.2 million to Golden Star as a 

non interest bearing loan to be repaid 
through the normal redemption of 
the Class | Preference Shares in OGML 
owed to Golden Star. OGML must fund 
100% of exploration and feasibility 
costs. Golden Star also retains a 

1.5% NSR royalty upon achievement 
of commercial production and 


$1 million at the end of each year of 
commercial production for a period 
of five years. 

OGML is managing the explora- 
tion program at Eagle Mountain and 
during the fourth quarter of 1998, 
completed 20 diamond drill holes 
(1,100 metres). Most of the holes 
intersected gold mineralization. 
Interpretation of the 1998 drilling 
data and updating of the 3-D model 
will be done in early 1999. 

Early in 1998, OGML completed 
20 diamond drill holes (1,100 metres) 
to test the strike extensions and the 
saprolite portion of the Hicks deposit, 
located 35 kilometres northwest of 
Omai and owned by Cathedral Gold. 
Following the completion of this 
program OGML decided not to exercise 
its option on the Hicks property. 

Mining reserves were revised at the 
end of the year. Geological models 
were adjusted for the Fennell and 
Wenot deposits based on experience 
gained during recent mining and 
additional definition drilling. Reserves 


were calculated based on a gold price 
of $325 per ounce. Current reserves 
at Omai stand at 42.9 million tonnes 
grading 1.4 g Au/t representing 

1.9 million ounces of gold in situ. 
The decrease in reserves reflects the 
ounces produced and ounces lost 
due to the effect of the gold price 
on the pit design and adjustments 
to the block models. 


1999 Outlook 


For 1999, the Omai mine is scheduled 
to process 7,443,000 tonnes of ore 
grading 1.37 g Au/t with a recovery 
tate of 93%. The mine is expected to 
produce 306,000 ounces of gold. 

The plan for the year is to 
maximize hard rock throughput. The 
throughput at the mill is targeted to 
average approximately 20,400 tonnes 
per day (13,600 tonnes of hard rock 
and 6,800 tonnes of soft rock). 

The Fennell pit is expected to 
supply 45% of the mill feed while 
the Wenot pit should supply 38% of 
the feed. Some 1,232,000 tonnes of 
soft rock will be reclaimed from the 
low-grade stockpiles to complement 
the soft rock feed. 

In order to meet the 1999 mill feed 
requirement, 28.6 million tonnes of 
material will be mined and 1.2 million 
tonnes will be rehandled from the 
stockpile for a total of 29.8 million 
tonnes moved. The stripping ratio 
will remain high at 3.6 for 1999 
compared to 1.9 for the mine life. 

A deferred development account will 
be used in 1999 and the year 2000 
and will be amortized in later years 
when the stripping ratio will be 
below average. 


The cost per tonne milled is 
expected to improve to $9.90 and 
direct mining costs are estimated at 
$240 per ounce of gold for 1999. 
The improvements in costs per tonne 
are due to an anticipated reduction 
in power generation costs due to 
lower fuel prices and continued 
improvements in efficiencies. 

The new Oracle-based 
management system, developed 
and implemented in 1998, will 
provide the mine with better tools 
to effectively manage its inventory 
and maintenance systems and 
allow further efficiencies and cost 
improvements in 1999. 

Capital expenditures for 1999 are 
expected to amount to $15.0 million, 
including $8.1 million for deferred 
stripping, $2.5 million for on-going 
construction on the tailings dams, 
$2.0 million for equipment 
replacement and $1.0 million for 
exploration. 

The exploration program for 
1999 will focus on the Quartz Hill 
and Eagle Mountain properties. 


Dismissal of Class Action 


During the third quarter, Cambior 
obtained a dismissal of Quebec class 
action proceedings in connection 
with the 1995 Omai tailings dam 
failure in Guyana. Efforts to resolve 
all remaining claims in Guyana are 
continuing. 


The Sleeping Giant mine, located in 
northwestern Quebec, is a high-grade 
vein-type underground gold producer 
managed by Cambior in a joint 
venture with Aurizon Mines Ltd. (50%). 

In 1998, Cambior’s share of 
production from the mine was 
35,700 ounces of gold, a 43% 
increase over the previous year. 

The increase in production is due 

to a higher tonnage and head grade 
milled. The average grade milled for 
the year was 12.0 g Au/t compared 
to 10.8 g Au/t milled in 1997. The 
higher head grade and the increased 
tonnage milled also had positive 
effects on the direct mining cost, 

as the cost per ounce was reduced 
by 26%, from $254 in 1997 to $187 
in 1998. 

During the year, Cambior’s share 
of capital expenditures totaled 
$780,000. The program included 
$360,000 of deferred development 
and $320,000 for exploration. 

The underground and surface 
exploration program included 
20,600 metres of drilling to extend 
Zone 3, to define Zone 30 and to 
find new zones. The exploration 
program undertaken during the 
year permitted the renewal and 
growth of reserves. Cambior’s share 
of mining reserves stands at 
365,000 tonnes at 12.0 g Au/t, 
representing 140,500 ounces 
in situ. The Sleeping Giant mine 
has an excellent history of reserve 
replacement. 
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For 1999, the Sleeping Giant mine 
is expected to process a total of 
209,000 tonnes at an average 
grade of 12.5 g Au/t. Cambior’s 
share of production is targeted 

at 39,000 ounces of gold at an 
estimated direct mining cost of 
$160 per ounce.’ 


During 1999, a new mining 
method, sub-level stoping, will be 
tested in appropriate sectors of the 
orebody. This method is expected 
to improve the overall productivity 
compared to the shrinkage mining 
method. 

Cambior’s share of capital expen- 
ditures for 1999 is budgeted at 
$2.0 million. This program will include 
$600,000 for deferred development, 
$580,000 for improvements to the 
mill and $480,000 for exploration. 

At the mill, the worn out filtration 
circuit will be replaced by a carbon- 
in-leach (CIL) circuit. 

The 1999 exploration program 
will focus on verifying the extension 
of lenses in the north and south 
sectors. Over 42,000 metres of 
exploration and definition drilling 
is scheduled to be completed during 
the year. 


Target 
50% 1997 1998 1999 
Total productic cost {5S per ounce 
Reserves: 365,000 tonnes @ 12.0 g Au/t; 
140,500 ounces of gold.in situ 
Resources: 232,000 tonnes @ 8.7 g Au/t; 


65,100 ounces of gold in situ 


The Bouchard-Hébert mine, located in 
northwestern Quebec, is an important 
underground polymetallic mine 
producing zinc concentrate and 
copper concentrate containing 
payable gold and silver. 

In 1998, the mill processed an 
average of 2,800 tonnes per day for 
a total of 1,022,000 tonnes milled 
during the year. The average head 
grade for zinc was 4.2% compared 
to 3.9% in the previous year. Due to 
the increased zinc grade and a slight 
increase in the tonnage milled, the mine 
produced 36,900.tonnes of zinc in 
concentrate, a 15% increase over the 
previous year. The mine also produced 
5,800 tonnes of copper in concentrate 
and 31,800 ounces of gold equivalent. 

As a result of lower zinc prices, 
46¢ per pound in 1998 compared 
to 60¢ per pound in 1997, the Net 
Smelter Return (NSR) decreased in 
1998 to $31 per tonne from $39 per 
tonne in 1997. Direct mining costs 
were reduced to $22 per tonne in 
1998, resulting in an operating cash 
flow contribution of $9 per tonne 
for the year. 

During 1998, capital expenditures 
totaled $4.8 million, including 
$2.0 million for buildings and 
equipment, $1.0 million for the 
exploration program and $800,000 
for deferred development. Work was 
done during the year to augment 
the ventilation capacity for the mine. 

In 1998, 13,500 metres of 
exploration drilling were completed, 
including 5,200 metres of surface 
drilling to increase the geological 
knowledge of the property and 
8,300 metres of underground drilling 
to explore at depth. Reserves at 


20 


Bouchard-Hebert currently stand at © 
6.3 million tonnes with an average 
grade of 4.37% Zn, 0.75% Cu, 

1.3 g Au/t and 38.5 g Ag/t.- 
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99 Outlook 
For 1999, the Bouchard-Hébert 
mine is expected to process 
1,051,000 tonnes at higher head 
grades of 4.3% Zn, 0.8% Cu, 
1.6 g Au/t and 48.6 g Ag/t. Production 
is targeted at 39,100 tonnes of 
zinc in concentrate, 6,900 tonnes 
of copper in concentrate and 
40,000 ounces of gold equivalent 
with a direct mining cost of $22 
per tonne. The NSR is expected 
to increase with the anticipated 
increase in head grades. 

The mine program includes over 
4,000 metres of development, of 
which 1,100 metres will be deferred 


1.3 g Au/t, 38.5 g Ag/t 
Resources: 212,000 tonnes @ 1.76% Zn, 2.83% Cu, 
1.1 g Au/t, 53.2 g Ag/t 


and the remainder will be for the 
preparation of stopes to be mined 
during the year. 

Capital expenditures for 1999 
are budgeted at $3.0 million, 
including $1.1 million to be spent on 
deferred development, $1.0 million 
on buildings and equipment and 
$900,000 on exploration. 

The exploration program 
scheduled for 1999 totals 
15,400 metres of diamond drilling, 
including 6,550 metres of surface 
drilling and 8,850 metres of 
underground drilling. The exploration 
program is designed to target the 
possible continuity of the zone at 
depth and potential parallel lenses. 
Geological and geophysics work 
is scheduled to identify potential 
targets on adjacent properties 
during the year. 


The Langlois mine, located in 
northwestern Quebec, is an 
underground zinc mine with copper, 
silver and gold by-products. 

During 1998, the Langlois mine 
processed 415,000 tonnes of ore at 
6.5% zinc, an increase over the 
previous year’s tonnage since the 
mine was only in operation for 
six months in 1997 due to low zinc 
prices and the modification of the 
mining method. The new mining 
method, sub-level stoping, which was 
introduced when the mine reopened 
in July 1997, helped to reduce 
dilution and improve profitability. 
However, the tonnage milled was 
lower than originally anticipated 
due to a one-month mill shutdown 
during the fourth quarter of 1998 to 
stabilize the main ore pass at lower 
levels. Milling resumed in December. 

For the year, the mine produced 
25,300 tonnes of zinc in concentrate 
and 1,000 tonnes of copper in 
concentrate. 

The Net Smelter Return (NSR) 
decreased slightly over the previous 
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year to $35 per tonne due to a lower 
realized zinc price. The direct mining 
cost was $31 per tonne resulting in 
an operating cash contribution of 
$4 per tonne. 

During 1998, capital expenditures 
totaled $4.2 million, including 
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™ Reserves 


1997 
(6 months) 


Target 


1998 1999 


6.1 million tonnes @ 9.0% Zn, 0.5% Cu, 
40.7 g Ag/t, 0.1 g Au/t 
830,000 tonnes @ 6.1% Zn, 0.3% Cu, 
20.8 g Ag/t, 0.1 g Au/t 


$3.6 million of deferred development 
and $300,000 for exploration. 

The 1998 exploration and definition 
program included 4,800 metres of 
drilling to test the extensions of the 
known zones and to define Zone 97. 
A one kilometre drift towards 
Zone 97 was developed to establish 
a drilling base to define reserves in 
this higher grade zone (>10% Zn). 
To date, 20% of the definition 
drilling has been completed and has 
resulted in an increase in grade. 

Reserves at the Langlois mine 
currently stand at 6.1 million tonnes 
with an average grade of 9.0% Zn, 
0.5% Cu, 40.7 g Ag/t and 0.1 g Au/t. 
The reserves, at the end of 1998, 
were updated using a long-term zinc 
price of 55¢/Ib compared to 60¢/Ib 
in 1997. The copper price was 
maintained at $1.00/Ib. Tonnages 
milled in 1998 were not completely 
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replaced by definition drilling during 
the year, however the zinc reserve 
grade increased by 3% over the 
previous year. The improvement is 
due to the increased grade in Zone 97 
following definition drilling carried 
out during the year. 


For 1999, the Langlois mine is 
expected to process 425,000 tonnes 
at 8.0% Zn, 0.4% Cu, 29.6 g Ag/t 
and 0.1 g Au/t resulting in the pro- 
duction of 32,100 tonnes of zinc in 
concentrate and 1,200 tonnes of 
copper in concentrate. Direct mining 
costs are targeted at $33 per tonne. 
The mining plan calls for 
continuing improvements in grade 
in the near term and accelerated 
access to the higher-grade Zone 97. 
The zinc grade is expected to improve 
to the reserve grade, 9.0% Zn, by 
2001. For 1999, the plan includes 
7,800 metres of development, including 
2,200 metres for stope preparation 
and 5,600 metres of deferred 
development mostly in Zone 97. 
Capital expenditures for 1999 are 
budgeted at $11.1 million, including 
$8.5 million for deferred development, 
$200,000 for exploration and 
$2.4 million for buildings and 
equipment, of which $1.7 million 
will be required to construct a satellite 
paste fill plant to provide fill to 
Zone 97 beginning in the year 2000. 
The exploration and definition 
drilling program for 1999 will include 
5,500 metres of underground drilling 
to further define Zone 97 and 
800 metres of surface drilling to 
explore Zone 5 at depth. 
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The Niobec mine, located in north- 
eastern Quebec, is the only producer 
of niobium in North America and 
one of only a few in the world. The 
underground mine is operated by 


Teck Corporation (50%) and Cambior 


is responsible for the marketing of 
the ferroniobium. 

In 1998, the Niobec mine 
processed a total of 819,000 tonnes 
with a grade of 0.69% Nb,O,. The 
pyrochlore was then converted into 
ferroniobium using the converter 
installed in 1995. Cambior’s share 
of production was 1,091 tonnes of 
niobium in ferroniobium. 

Cambior’s share of capital 
expenditures at Niobec totaled 
$3.1 million, including $2.8 million 
to develop the lower Block 3. The 
work to access Block 3 included 
shaft deepening and the development 
of underground infrastucture, 
including a ramp. 


Production in 1999 is expected 

to reach levels similar to last year, 
with Cambior’s share of production 
targeted at 1,089 tonnes of niobium 


in ferroniobium. During 1999, 
90% of production will come from 
Blocks 1 and 2. Block 3 will enter 
into production in the third quarter. 
The mine plan calls for 
1,900 metres of development, 
including 1,200 metres of deferred 
development and 650 metres to 
bring Block 3 into production. 
Cambior’s share of capital 
expenditures for 1999 is budgeted at 
$1.6 million including $800,000 for 
Block 3, $300,000 for other deferred 
development and $500,000 for 
equipment. 


Reserves: 5.3 million tonnes @ 0.73% Nb,0, | 
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GOLD 


Cerro San Pedro 


The Cerro San Pedro gold and silver 
project, located in the state of 

San Luis Potosi in Central Mexico, 
is owned by the operating company, 
Minera San Xavier, a 50% owned 
subsidiary of both Cambior and 
Metallica Resources Inc. To date, 
Cambior has invested $14.9 million 
in the project. 

The Cerro San Pedro project is 
expected to be a low-cost open pit 
heap leach operation with low 
capital requirements. 

Cambior’s share of current mineral 
resources stands at 21.4 million tonnes 
grading 1.0 g Au eq./t representing 
660,500 ounces of gold equivalent 
in situ. 

The revised feasibility study 
is being developed based on a 
processing rate of eight million 
tonnes per year with expected 
recoveries of 70% for gold and 
50% for silver. Annual production 
could attain 100,000 ounces of gold 
and 2.8 million ounces of silver, 
or approximately 150,000 gold 
equivalent ounces with estimated 
mining costs of approximately 
$200 per ounce of gold. The capital 
program is estimated at $55 million 
on a going-forward basis. 

The Environmental Impact 
Statement for the Cerro San Pedro 
project was submitted to the 
Mexican Federal authorities in 
October 1997. Since that time the 
permitting process has included a 

public hearing in March 1998 and 
a technical review of the permit 
documents by the University of 
San Luis Potosi as mandated by 
the State government. The Federal 
agency is expected to approve the 
project in early 1999. 


The project will require the 
telocation of the La Zapatilla village 
with a total population of fewer 
than 100 inhabitants to a new 
community to be constructed nearby 
to make room for the construction 
of the leach pad. In addition, some 
twenty-four families living in the 
Cerro de San Pedro village adjacent to 
the proposed pit have been offered 
to be relocated to new housing on 
the other edge of the village. 

The village of Cerro de San Pedro 
has two churches that date back to 
the Spaniards. The Company has 
committed to restore both churches 
and preserve historic structures of the 
village. As part of that commitment, 
the Company will also develop social 
assistance programs for the nearby 
communities in an effort to provide 
them with long-term benefits beyond 
the life of the project. 


1998 Review 


During 1998, Cambior invested 
$12.5 million on the project. Work 
in 1998 aimed at reducing capital 
costs with the introduction of a used 


crushing plant and an optimized 
site layout. Extensive metallurgical 
testing was conducted. The main 
focus was the completion of the 
permitting process as well as the 
purchase of all required surface and 
water rights. 

A core drilling program was 
carried out during the second half 
of 1998. In total 5,200 metres of 
drilling were completed, including 
1,426 metres of surface drilling and 
3,820 metres of underground drilling. 
Surface core drilling was performed 
to test undefined sectors of the 
deposit. The aim of the underground 
program was to drill test in the 
Barreno Hill area, and to collect 
metallurgical samples and confirm 
grade estimates in sparsely-drilled areas. 


1999 Outlook 


Work on revising the feasibility study 
will continue during the first half 

of 1999. Subject to a favourable 
feasibility study, the granting of all 
required permits and improving gold 
markets, construction could begin in 
the second half of 1999. 


Located in northern Peru, the 
Huamachuco project (La Arena - 
Virgen) is a promising open pit, 
heap leachable gold project. 

Capital expenditures on the 
project during 1998 totaled 
$3.8 million, including $2.7 million 
for an exploration and definition 
drilling campaign designed to look 
for additional resources around the 
La Arena orebody. During the year, 
51 holes, totaling 9,000 metres were 
completed on the La Arena property 
for a total of 112 holes, totaling 
20,700 metres. 

Late in 1998, Cambior agreed 
with Gitennes Exploration Inc. to 
acquire a 100% interest in Compania 
Minera Kori Pampa, the beneficial 
owner of mineral rights to 23 con- 
cessions, the most important being 
the nine concessions containing the 
Virgen deposit, located adjacent to 
the La Arena property. As part of 
the agreement, Cambior has agreed 
to pay $7 million plus participation 


payments based on mine production 
once production exceeds 400,000 
ounces from the Virgen property. 
The Virgen acquisition is a 
strategic move to acquire a very 
promising property, located 10 kilo- 
metres from the La Arena orebody. 
The Virgen deposit contains 
resources currently estimated at 
3.9 million tonnes grading 1.9 g Au/t, 
representing 246,000 ounces of 
gold in situ. The La Arena orebody 
contains a drill-defined near-surface 
disseminated gold deposit with 
resources currently standing at 
13.7 million tonnes grading 1.0 g Au/t, 
representing 426,300 ounces of 
gold in situ. Both properties have 
excellent gold exploration potential. 


Capital expenditures in 1999 are 
estimated to be $6.4 million and 
include the first purchase payment for 
the Virgen property and drilling work 
on the La Arena and Virgen déposits. 
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The 1999 program aims at 
executing a definition drilling 
program on the Virgen orebody 
(1,375 metres of underground 
drilling and 3,960 metres of surface 
drilling) and reconnaissance drilling on 
the La Arena gold-copper porphyry 
(600 metres of surface drilling). 

The definition drilling program 
will permit the confirmation of the 
resource previously identified by the 
former owner and possibly add to 
the resources. Mine planning, metal- 
lurgical testing, plant design and 
geotechnical studies will be conducted 
in order to prepare the feasibility 
study for the Huamachuco project, 
which is scheduled for the year 2000. 

Archaeological and environmental 
baseline studies will also be conducted 
on both the La Arena and Virgen 
properties. 


Gross Rosebel is an advanced 
development gold project located 
in central Suriname. The project, 
which is mineable by open pit, is 
a joint venture between Cambior 
and Golden Star Resources. 

A feasibility study and an 
environmental impact study 
presented to the Government of 
Suriname in 1997, were reviewed 
and accepted as adequate by the 


Yaou-Dorlin 


COPPER 


Carlota 


Government and their outside 
consultants during the first quarter 
of 1998. 

Cambior’s share of capital 
expenditures on the project during 
1998 totaled $680,000. Work during 
the year included metallurgical testing 
and revision of the feasibility study. 
The revised study indicates that a gold 
price of $350 per ounce is required 
to provide an adequate return. 

The revised feasibility study 
is based on a milling rate of 
16,000 tonnes per day and average 
gold production of 265,000 ounces 
per year with peak production of 
280,000 ounces per year. Mine 
operating costs are estimated at 
$205 per ounce and construction 
costs are $163 million. 

Cambior’s share of current 
mineral resources at Gross Rosebel 
stand at 20.7 million tonnes grading 
1.6 g Au/t representing 1.1 million 
ounces of gold in situ. 

Despite the revised calculation of 
resources at $325 per ounce in 1998 
compared to $350 per ounce in 1997, 
the resources have increased due to 
improved economic parameters. 


1999 Outlook 


In the current context of low gold 
prices, the project will remain on 
care and maintenance for the year 
or until gold prices improve. 
Cambior’s share of capital 
expenditures is expected to be 
$400,000 in 1999. Work during 
the year will include environmental 
monitoring and a scoping study 
to analyze the impact of heap 
leaching technology based on the 
metallurgical tests completed in 1998. 


The Yaou and Dorlin gold properties, 
located in south-western French 
Guiana, are separated by approximately 
40 kilometres. They are both mineable 
by open pit. 

Early in 1999, Cambior acquired 
Cambiex Exploration’s 15% indirect 
interest in the properties and now 
holds a 50% interest. The remaining 
50% is held by Guyanor Ressources, 
a subsidiary of Golden Star Resources. 

Cambior’s share of capital expen- 
ditures for 1998 was $1.3 million. 
Both properties were put on care and 
maintenance as of the second half 
of 1998, taking into account the very 
low gold price. Many geochemical 
anomalies remain untested on the 
Dorlin property as the 1998 drilling 
program was cancelled. 

Metallurgical tests done to 
evaluate the heap leaching potential 
indicated that good recoveries 
could be achieved in saprolite while 
recoveries in transition rock and hard 
tock would be uneconomically low. 

Cambior’s share of current mineral 
resources stands at 8.2 million tonnes 
grading 1.9 g Au/t, representing 
517,000 ounces of gold in situ. 


1999 Outlook 


Cambior’s share of capital expenditures 
for 1999 is expected to be approxi- 
mately $600,000. The activities in 
1999 will include environmental 
monitoring and the preparation of a 
“mémoire technique” and a “notice 
d’impact” which will be included 

as part of the request for a mining 
concession to be filed in early 1999. 


The Carlota copper project, located 
in the state of Arizona in the United 
States, has current mining reserves of 
95.9 million tonnes grading 0.44% Cu, 
representing 467,000 tonnes of 
copper in situ. 

With a capital cost estimated at 
$100 million, the Carlota project 
would be mined by open pit and 
would be processed by heap leaching 
and SX-EW (solvent extraction and 
electrowinning) with annual produc- 
tion estimated at 35,000 tonnes 
of copper cathodes per year and 
mining costs below 50¢ per pound 
of copper. 

Litigation by project opponents 
against the U.S. Forest Service for 
granting permits to allow construction 
of the Carlota copper project con- 
tinued throughout 1998. A litigation 
schedule was approved by the Court 
whereby all parties have agreed that 
the matter will be disposed of upon 
Motions for Summary Judgement. 
All motions are scheduled to be filed 
by the end of February, 1999. The 
Court’s decision is expected during 
the second half of the year. 

Due to permitting and litigation 
delays, activities at Carlota were 
minimal during 1998. The primary 
engineering effort during the 
year was related to obtaining the 
permits-to-construct for the leach 
pad embankments. The project 
received the Federal permits 
necessary to start construction 
on the project during 1998. 

Capital expenditures for the year 
totaled $400,000. 
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1999 Outlook 


In view of the current legal situation, 
only preliminary construction activities 
are anticipated during 1999. 

Capital expenditures for the year 
are estimated to be $1.4 million and 
will be spent predominantly on land 
payments, environmental bond fees 
and legal defense. 


El Pachon 


The El Pachon project, located in 
Argentina near the border with Chile, 
is a major copper deposit managed 
by Cambior in a joint venture with 
Compariia Minera San José (50%). 
The project has current mining 
reserves estimated at 880 million 
tonnes grading 0.62% Cu, 
representing 12 billion pounds of 
copper in situ. The deposit also 
includes recoverable molydenum 
and precious metals. 

The project is minable by open 
pit with anticipated mill capacity 
of 100,000 tonnes per day and 
production of 250,000 tonnes of 
copper per year. The capital cost 
is estimated at $900 million and 
construction, which would take 
approximately 42 months, is 
pending improved copper markets, 
and project financing. 
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Work in 1998 included the 
presentation and approval of an 
Environmental Impact Study for the 
infrastructure in Chile and the filing 
of a feasibility study in Argentina in 
order to obtain the tax stability regime. 
The project now has environmental 
permits in both Argentina and Chile. 
Cambior’s share of capital expendi- 
tures in 1998, totaled $540,000. 


1999 Outlook 


Cambior’s share of capital 
expenditures in 1999 is budgeted 
at $660,000 and work will focus 
mainly on the maintenance of 
mining and surface rights, land 
purchase and lobbying for the 
ratification of the Mining Integration 
Treaty between Argentina and Chile. 
Cambior will also work to 
complete negotiation with the 
Los Pelambres project for the 
exchange of land rights and shared 
facilities, including a port. 


La Granja 


The La Granja copper project, one 

of the largest copper deposits in the 
world, is located in northern Peru in 
the Andean Mountains. Current mining 
reserves stand at 2.3 billion tonnes 
grading 0.59% Cu, representing nearly 
30 billion pounds of copper in situ. 


The feasibility study filed with the 
Peruvian authorities was based on 
open pit mining and an anticipated 
mill capacity of 130,000 tonnes per 
day and production of 250,000 to 
300;000 tonnes of copper per year. 
The capital cost is estimated at 
$1.3 billion for the mine or $2.2 billion 
for the fully-integrated mine and 
smelter/refinery. The project was 
reengineered in 1998 to allow 
development in phases, focusing 
first on open pit mining and leaching/ 
SX-EW operations on secondary 
mineralization of the deposit. 

Work during 1998 included 
land acquisition, environmental 
monitoring and assistance to families 
affected by the El Nifio phenomenon. 
Capital expenditures for the year 
totaled $2.3 million. 


1999 Outlook 


Capital expenditures for 1999 are 
targeted to be $2 million. The main 
objective for the year is to complete 
metallurgical studies on the alterna- 
tive of copper production through 
leaching and SX-EW of the higher 
grade portion of the secondary 
mineralization. Of the stated mining 
reserves, 540 million tonnes grading 
0.65% Cu could be amenable to the 
SX-EW process. Should the leaching 
alternative prove feasible, the 
project capital requirements could 
be considerably reduced at start-up 
as the project would focus on an 
initial phase based on high grade ore 
with a low stripping ratio. 

Care and maintenance, 
environmental monitoring of the 
La Granja, Los Bravos and Bayovar 
sites and land purchase will continue 
during the year. 
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Cambior is actively exploring in 
Canada, the United States, Mexico, 
Peru and French Guiana. Surface 
exploration expenditures in 1998 
amounted to $12 million, of which 
$7.5 million was for exploration on 
new projects. For 1999, the budget 
for the same activities has been set 
at $12 million, including $7 million 
for exploration of new projects. 
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Most of the grassroots exploration 
activities in 1998 were centred on 
the Grand Nord project, a joint 
venture with SOQUEM and Virginia 
Gold Mines. A preliminary prospecting 
program was undertaken to follow-up 
geochemical anomalies indicated 

by a 1997 lake-bottom sampling 
program that covered a large area in 
northern Quebec. Interesting values 
in gold, base metals and uranium 
were obtained. Additional work will 
be carried out in 1999. 

As a continuing effort to find 
additional resources, several drill 
programs, totaling 20,600 metres, 
were carried out on the properties 
surrounding the operating mines. 
Encouraging results were obtained 
at the Doyon Division and the 
Sleeping Giant mine. 


Located in north-central Nevada, 

the Rock Creek gold project was the 
object of surface geological mapping 
and structural analyses. The program 
was designed to follow up results 
from reverse circulation drilling pre- 
viously done by Cambior. In 1999, an 
1,800-metre drill program is planned. 
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1999 exploration program, 
including exploration on operating properties 


The Livengood gold property is 
located north of Fairbanks, Alaska. 
The project consists of a large land 
position within an historic placer 
district. Although no lode production 
has been recorded, numerous near- 
surface drill intercepts generated 
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by previous operators, rock chip 
sampling done by Cambior and 

a large open-ended gold-in-soil 
anomaly provide strong evidence 
of significant lode potential. 
Exploration activities in 1999 will 
focus on target definition, utilizing 
mechanized auger soil sampling, 
float sampling, detailed mapping 
and trenching. 

Ten holes drilled on the Borealis 
property in Nevada did not yield 
results sufficient enough to maintain 
the option. 


Exploration activities were pursued 
on several gold projects in Mexico 
including, most notably, the Santo 
Tomas and the Santo Nifio projects. 
The Santo Tomas project, in 
Zacatecas, lies about 10 kilometres 
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southwest of the San Nicolas massive 
sulphide discovery and is underlain 
by the same rhyolitic volcanics that 
host the San Nicolas deposit. Cambior 
initiated geophysical work late in 

the year with the goal of defining 
drill targets for 1999. 

The Santo Nifo project, located 
in Chihuahua, is characterized by 
a volcanic-hosted epithermal gold 
system analogous to the El Sauzal 
project as defined by reconnaissance 
mapping and rock chip sampling. 
Additional geology and geochemistry, 
as well as a first program of diamond 
drilling, is planned for 1999. 

Twelve reverse circulation holes 
were drilled on the Los Japoneses 
gold property. The results were 
similar to those returned in 1997. 
The project appears to host significant 
quantities of largely sub-economic 
grade gold mineralization. The 
possibility of delineating a mineable 
orebody is believed to be low and 
the option contracts were terminated. 


Ecuador 


Cambior drilled an additional 

12 holes on the La Plata massive 
sulphide deposit and has earned a 
51% interest in the project, with Zappa 
Resources holding the remaining 
interest. A preliminary resource has 
been estimated at 840,000 tonnes 
@ 4.8 g Au/t, 54 g Ag/t, 4.1% Cu, 
0.7% Pb and 4.2% Zn. The massive 
sulphide lense has an average thick- 
ness of 6.2 metres. At this time no 
work is planned for 1999 as Cambior 
waits for better investment conditions 
and more clearly-defined mining laws. 


Peru 


Exploration efforts in 1998 were 
concentrated in the Huamachuco area, 
in the vicinity of the La Arena gold 
deposit and on properties adjacent 
to the La Granja copper deposit. 


In the Huamachuco area, Cambior 


controls over 45,000 hectares 
including the Virgen property, located 
adjacent to La Arena, which was 
acquired at year end. Exploration crews 
outlined seven gold geochemical 
anomalies in 1998 that will be drilled 
in 1999, as well as the La Florida 
property, north of the Virgen prop- 
erty, where the last hole of the 1998 
program cut 44 metres at 1.0 g Au/t. 
In the La Granja area, Cambior 
controls some 42,000 hectares and 
has partly explored this land position. 
Surface geochemical and geological 
work identified and outlined five large 
geochemical anomalies, including 
one porphyry copper anomaly 
that is similar to the one overlying 


the La Granja deposit and two 
volcanic-hosted epithermal gold 
systems that have produced 

good gold values (1.0- 2.0 g Au/t). 
Geochemical and geological surveys 
will continue with a preliminary drill 
program on some of the anomalies 
outlined last year. 


Guiana Shield 


At the Tortue gold project in 

French Guiana, 20 trenches totaling 
1,400 metres were dug and 23 holes 
totaling 1,600 metres were drilled 
with encouraging results. The soil 
geochemical anomalies stretch over 
a distance of eight kilometres and 
only a small section has been investi- 
gated. Metallurgical testing suggests 
the amenability of the mineralization 
to heap leaching. The mineralization 
is hosted in metasediments, mainly 
debris flow and conglomerates. 
Additional trenching and drilling 

are planned for 1999. 

Cambior also successfully 
negotiated an option agreement with 
Cogema to acquire a 50% interest 
in the Maripa property adjacent to 
Tortue. Fourteen trenches totaling 
1,100 metres defined significant 
primary gold mineralization over 
a distance of 1,500 metres at the 
northwest extension of Tortue. 

Early in 1999, Cambior agreed 
to grant to Cambiex Exploration the 
option to acquire a 50% undivided 
interest in the Tortue and Maripa 
properties. Cambiex must incur 
exploration and development 
expenditures totaling $1.5 million 
over a two-year period. 


Environment, Social, Health and Safety 


Clearly the most significant environ- 
mental achievement for Cambior 
during 1998 was the completion 
of the certification process of its 
environmental management system 
(EMS) for the ISO 14001 standard. 
Known as the “green standard”, 
ISO 14001 provides a methodology 
for companies to develop or adapt an 
EMS to ensure that all environment- 
related activities and procedures 
are consistent and effective and 
will achieve their stated objectives. 
It also operates on the basis that the 
Company will strive for continuous 
improvement in all of its systems. 
Cambior is the first mining 
company in Canada and the first 
gold mining company in the world 
to achieve ISO 14001 certification. 
ISO 14001 is an outgrowth of 
the more widely known ISO 9000 
process and was developed by the 
same organization, the International 
Organization for Standardization, 
based in Switzerland. 
Cambior embarked on the 
1SO 14001 certification in 1997, 
following the adoption of a new 
Corporate environmental policy as 
a means of ensuring that all of 
its environmental programs and 
procedures would attain the highest 
standards. Since that time, all of 
Cambior’s Canadian entities, with 
the exception of the Doyon mine, 
which was acquired by Cambior 
earlier in the year, have adapted their 
EMS consistent with the required 
standards. The process is being 
pursued at the Doyon mine and at 


the Company’s subsidiary, Omai 

Gold Mines Limited in Guyana, and 
certification is targeted for next year. 
It is Cambior’s objective to implement 
its EMS and certify it under the 

ISO 14001 standards at all future 
development projects and operations. 


Cambior continued to operate its 
mining and exploration activities 
during 1998 in accordance with the 
terms of various permits. Monitoring 
of effluents indicated that the 
Company achieved 99.9% compliance 
at its Canadian operations and 100% 
compliance at Omai. 

At Omai, an aquatic life 
monitoring program for the Omai 
and Essequibo rivers, established by 
the faculty of Natural Sciences at the 


University of Guyana, revealed both 
a greater number and variety of 
species than previously sampled. 

At Solbec, Quebec, the reclaimed 
tailings pond of an abandoned 
mining site inherited by Cambior in 
1987 through the acquisition of 
another company, continues to be a 
success story. The pond has been 
neutralized and converted into a 
120-hectare lake that is increasingly 
home to a wide variety of wildlife. 
Discharges from the pond have been 
in full compliance with government 
standards for several years and 
Cambior has embarked on a joint 
venture with Ducks Unlimited, an 
internationally recognized wildfowl 
preservation group, which will 
build breeding facilities around 
the lake. Cambior has committed 


Cdn $120,000 toward the three 
phases of the project, which will see 
the construction of the breeding 
facilities, and of nature trails and 
signage designed to draw students 
and the public to the site. 

At the Cerro San Pedro project 
in Mexico, Cambior and its partner 
have reviewed all environmental and 
social aspects of the project. Plans 
include preservation of all protected 
plant species and the construction of 
a botanical garden to enhance the 
economic potential of the area as 
well as the protection of the local 
historic church located adjacent to 
the mine site. Throughout the devel- 
opment process, the partners have 
maintained a policy of full disclosure 
of plans and have met regularly with 
local residents to keep them current 
on the project. As well, the University 
of San Luis Potosi, well-known for 
its geological and metallurgical 
engineering facilities, has conducted 
a thorough review of the environ- 
mental impact study and submitted 
it to the Federal agency responsible 
for the project. 
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Community Relations 


Cambior and its subsidiaries are 
committed to supporting the 
communities in which they have 
development projects or mining 
operations. In northern Quebec, 
Cambior provides temporary positions 
for local high school, college and 
university students in both adminis- 
trative and mining operations and, 
at the Langlois mine, it has worked 
closely with the local aboriginal 
residents to ensure employment 
opportunities. As well, the Company 
actively supports local medical, 
sports and community associations. 
At Omai, more than $3 million 
was invested in 1998 to improve 
the local highway which serves 
both the mine and local residents. 
Additionally, the Company provided 
equipment including computers, fax 
machines and emergency breathing 
apparatus to civil protection agencies 
and books and teaching materials 
to local schools. Residents of 
neighbouring communities as well 
as employees may also use the 
medical clinic located at the mine 
site and are targeted periodically 
with outreach clinics. 


Health and Safety 


1998 was a challenging year in the 
area of safety for Cambior’s Canadian 
operations as the lost-time accident 
frequency record remained above 
target, due in no small measure to 
two fatal accidents: one in January 
at the Langlois Mine, the other in 
November at the Bouchard-Heébert 
mine. In 1998, the lost-time accident 


frequency rate at Canadian operations 
was 4.0 per 200,000 working hours, 
an improvement from the 4.1 accidents 
per 200,000 hours reported in 1997. 
At Omai, the lost-time accident 
frequency was 1.0 accidents per 
200,000 working hours compared 

to the 1997 level of 0.64 accident 
per 200,000 hours. 

Cambior has stepped up its 
training programs for all employees 
in the area of safety with the total 
number of hours in 1998 increasing 
by more than 60%. As well, the 
Company has hired a Corporate 
health and safety manager with 
responsibility for all Canadian 
operations and retained the services 
of a consulting firm to examine all 
safety procedures. Parallel efforts are 
being put in place at Omai in order 
to reduce its accident frequency. 

At the close of the year, a new 
Corporate policy on health and 
safety was presented to the Board 
of Directors and is being distributed 
and explained to all employees. 

As well, during 1999, more training 
courses will be required for super- 
visory employees, and safety policies 
will be more rigorously enforced, 
consistent with the Company’s 
objective of continual improvement. 

Cambior conducts on-going 
audits of all factors that may impact 
employee health. These factors 
include oil mist and diesel fuel 
emissions in underground mines, 
as well as exposure to hazardous 
materials with known health-effects. 
All mining employees receive regular 
physical examinations. 


Years ended December 31 (unaudited) 
(all amounts in US dollars)! 1998 1997 1996 1995 1994 
ST EI OO LLL OL DDE PETE EESTI EDO IDE LPT LE IEE TE EERE TECTED EPI EL ERICA PID SELLE PED OAL LEP EES DOT LE ALIS ERLE AE LILLE ILL EE TRADE BIE IE OPT DER SL 


KEY FINANCIAL DATA (in thousands) 


Total revenues 343,593 324,366 Bis h2Z4 252,484 224,328 
Net revenues 297,901 275,765 263,911 229,399 220,695 
Mining expenses 187,688 169,969 WALSH 150,643 146,784 
Depreciation 63,191 50,443 54,422 85> 8716 39,635 
Administrative expenses 5,906 6,959 5,943 5,409 4,993 
Exploration expenses | 7,948 12,832 Syy/s)) 12,096 8,547 
Financial expenses 9,896 tilpetals 8,431 7,590 5,094 
Net earnings before writedown and incident 11,032 7,070 4,626 6,137 14,053 
Writedown of mining assets / Omai incident 24,495 — = 19,087 12,254 
Net earnings (loss) (11,456) 7,070 4,626 (6,567) I /Qs) 
Cash flow from operations? 84,183 68,328 63,346 45,046 53,434 
Dividends 3,520 6,256 6,201 5,203 5,040 
Investments 188,135 101,611 114,403 168,712 113,102 
Total assets 808,888 764,792 802,411 710,625 633577, 
Cash 22,018 51,214 111,364 G2F5oi7 98,051 
Net working capital 18,625 20,090 27,892 5,835 29,074 
Total debt? 166,467 141,397 199,446 202,141 155,824 
Net debt3 144,449 90,183 88,082 139,604 SITS} 
Shareholders’ equity 549,535 536,279 547,819 434,500 416,185 
Net debt / capital 20% 14% 12% 23% 10% 
Weighted average shares outstanding (millions) 69.6 60.2 58.8 50.4 49.0 
Shares outstanding at year end (millions) 70.6 60.2 60.1 52.0 49.0 
KEY PER SHARE DATA (dollars) 

Earnings before writedown and incident 0.16 0.12 0.08 0.12 0.29 
Earnings (Loss) (0.16) ° 0.12 0.08 (0.13) 0.04 
Cash flow from operations 121 1.14 1.08 0.89 1.09 
Dividends 0.05 0.10 0.10 0.10 0.10 
Shareholders’ equity TOES) 8.91 O14 8.35 8.49 
KEY PRODUCTION DATA 

Production (oz Au) 637,825 520,031 502,065 446,089 B20, 
Gold price assumption for reserve calculation ($) 525 350 400 400 400 
Total reserves (oz Au) 5,177,000 7,419,000 6,118,000 5,638,000 5,049,000 
Total resources (oz Au)4 4,372,000 7,860,000 = = a 
Gold selling price ($/oz) 389 424 423 420 395 
Gold market price ($/oz) 294 331 388 384 384 
Direct mining cost ($/oz)> 233 255 257. 279 264 
Depreciation ($/oz) 83 82 91 68 72. 
Zinc (tonnes) 62,200 47,500 58,500 23,600 ~ 
Zinc selling price (¢/Ib) 47 59 46 50 - 
Number of employees 2,383 1,938 1,810 2,000 1,690 


! As a result of its increasing international activities, Cambior adopted the US dollar as its reporting currency commencing January 1, 1996. 
The prior years’ financial statements have been converted at the December 31, 1995, closing exchange rate of Cdn $1.3640 for US $1. 
2 Before changes in working capital items. 
3 Includes unrealized gain or deferred charge - gold loan. 
4 1998 and 1997 figures not comparable to previous years due to separate reserves/resources. 
5 Since the beginning of 1996, Cambior’s gold production costs have been reported in accordance with the Gold Institute Production Gold Standard. 
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(unaudited) First Second Third Fourth 

(all amounts in US dollars)! Quarter Quarter Quarter Quarter 1998 
KEY FINANCIAL DATA (thousands) 

Total revenues 92,500 91,614 82,594 76,885 343,593 
Net revenues 80,548 78,464 70,719 68,170 297,901 
Mining expenses 46,279 49,618 45,111 46,680 187,688 
Depreciation 15,584 17,146 16,303 14,158 63,191 
Administrative expenses 1,810 1,510 1,439 1,147 5,906 
Exploration expenses 1,699 2,035 2,334 1,880 7,948 
Financial expenses 2,740 1,553 2,431 Se 9,896 
Net earnings (loss) 9,605 ZOR2 432 (23,565) (11,456) 
Cash flow from operations2 30,516 21,791 17,615 14,261 84,183 
Investments P3555 25,455 ANAS 18,306 188,135 
KEY PER SHARE DATA (dollars) 

Earnings (Loss) 0.14 0.03 0.01 (0.33) (0.16) 
Cash flow from operations? 0.46 0.31 0125 0.20 1221 
Dividends - 0.025 - 0.025 0.05 
KEY PRODUCTION DATA 

Production (ounces of gold) 147,825 163,481 156,928 169,591 637,825 
Selling price ($/oz). 469 391 360 345 389 
Market price ($/oz) 294 300 289 294 294 
Direct mining costs ($/0z)3 250 D317). DDD 223 233 
Depreciation ($/oz) 89 87 87 70 83 


! As a result of its increasing international activities, Cambior adopted the US dollar as its reporting currency commencing January 1, 1996. 


2 Before changes in working capital items. 


3 Since the beginning of 1996, Cambior’s gold production costs have been reported in accordance with the Gold Institute Production Gold Standard. 


1998 TRADING INFORMATION 


Volume High Low Close 

Symbol: CBJ Quarter (in millions) ($/share) 
TORONTO STOCK EXCHANGE (TSE) First 8.4 F750 7.400 9.650 
(Cdn $) Second 5.6 11.800 8.250 8.650 
Third 8.9 9.450 6.500 ISG, 
Fourth 17/26 9.800 7.000 7.500 
Full year 40.5 11.800 6.500 7.500 
MONTREAL EXCHANGE (ME) First Be) 97/50 7.400 9.650 
(Cdn $) Second 3.0 11.750 8.250 8.650 
Third 2) 9.350 6.500 9.050 
Fourth 2.8 93/50 7.000 7.550 
Full year MES 11.750 6.500 Telsia\9) 
AMERICAN STOCK EXCHANGE (AMEX) First 3.6 6.875 5.188 6.875 
(US $) Second 4.0 8.250 5.625 5.875 
Third 3.4 6375 4.125 5.938 
Fourth Bal 6.438 4.500 4.938 
Full year 14.1 8.250 4.125 4.938 


Total volume (TSE, ME and AMEX): 66.5 million 
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_ MANAGEMENT DISCUSSION AND ANALYSIS 


Cambior Inc. carries on business in Canada. Affiliates 
and associated companies of Cambior Inc. carry on 
business in Canada and elsewhere. In this annual 

. report, the terms “Cambior” and “the Company” are 
used interchangeably and, in each case, denote a 
reference to one or more of the group that includes 
Cambior Inc. and its affiliates and associated companies. 


RESULTS. 


. Revenues for 1998 were $344 million compared to 
revenues of.$324 million in 1997 and $313 million — 
in 1996. | | 
- Cash flow from operations (before changes in 
working capital items) were $84.2 million or $1.21 per 
. share compared to $68.3 million or $1.14 per share in 
~1997 and $63.3 million or $1.08 per share in 1996. 
___ An after-tax write-down of $22.5 million was taken 
_ in the financial statements for the year to account for _ 
asset devaluation. Before the write-down, net earnings 


- for the year amounted to $11.0 million or $0.16 per 


. share. Taking into account the write-down, the net 
loss for the year was $11.5 million or $0.16 per share © 
compared to earnings of $7.1 million or $0.12:per share 
in 1997 and, in 1996, earnings of $4.6 million or $0.08 
per share. This write-down had no impact on cash flow. 
from operations. els 
In light of sustained weakness in the gold market, 

Cambior posted-a non-cash write-down of $24 million or 
- $22.5 million net of income taxes and mining duties in’ 
~ the fourth quarter of 1998. This write-down is mainly 
attributable to the write-off of the Metates gold/silver 
property ($14 million) i in Mexico and the. devaluation 

of certain assets and investments. _ 

Operating results were favourably influenced by the 
‘improved performance of the Doyon Division, where the 
cost per ounce improved from $291 in 1997 to $226 in 
1998 following the acquisition of the residual 50% interest 


in the Doyon mine at the beginning of 1998, and the gold | 


hedging program that enabled the Company to generate 
an average selling price of $389 per ounce. Year-round 
operation of the Langlois mine and a higher milling rate 
at the Bouchard-Hébert mine despite lower zinc prices’ 
were also positive factors. In 1997, results were primarily 


influence by the sustained performance the Omai mine ~ 


and the resumption of operations at the Langlois mine. 
Gold production grew to a new record of 
638,000 ounces from 520,000 ounces in.1997. 


REVENUES 


The Company had revenues of g344 million, up.5. 9% 
from 1997. At $324 million, 1997 revenues were 
3.6% higher than 1996 revenues of $313 million. 


Mine operating revenues accounted for the total value 
of the metals produced. Smelting and refining charges 


by third parties are incurred almost entirely for metals - 
other than gold. Net of these charges, revenues derived 
in large part from the production and sale. of gold, as 


2 shown in the following table: 
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(thousands of $) - 1997 


1998 - 1996 
Operating revenues . 343,593 324,336 313,124 
Less: smelting and refining 45,692  ~ 48,601 49,213 
‘Total net revenues * _ 297,901 275,765 = 263,911 
Net revenues —Gold _ 248,716 224,668° - 215,680 - 


% es: ne 88 81 eae 


The increase in revenues in 1998 is primarily due to the 


acquisition of the residual 50% interest in the Doyon 


mine and the sustained operations of the Langlois 
mine and was achieved despite lower metals prices. 
In 1997, operating revenues increased as a result of 


‘the Omai mine expansion and the higher milling rate at 


the Bouchard-Hébert mine; and despite the closure of 
the Chimo mine at the end of 1996 and the Silidor n mine 


in the third quarter of 1996. 


Gold is traded on the global markets and is etic 
by numerous factors beyond the Company’s control. 
These factors include demand relative to global supply, 
central bank selling and buying, the-value of the US 


~ dollar, inflation, investor and speculator interest and 
- the international political and economic situation. . 


For 1998, the production of zinc and copper 


concentrates represents 10% and 1% respectively 


of mine operating revenues, net of refining costs. 


_ Ferroniobium production represents 6% of these 
-same revenues. The market prices of these metals 

"are influenced by supply and demand and the global 
“economic situation, and are beyond the Company’ s control, 


Metals are traded in US dollars, while a large portion 
of the Company’s operations are located in Canada. 
Consequently, the US/Canadian dollar exchange rate 
can affect the return.on these activities. In recent 


years, the Canadian dollar has been weak against the 


American currency, thereby reducing the Taek s 
Canadian operating costs. 


In order to protect itself against the adverse effects 
of fluctuations in the gold price and generate additional 
revenue, the Company pursues a revenue protection 
policy. Various instruments are-used to maximize the 
selling price, including spot deferred and fixed-term 
forward sales and call and put options. The revenue 
protection program is complemented by the use of gold 
loans to finance the development of Cambior’s gold 
projects, thus ensuring stable revenue and cash flow for 
a portion of gold production, at low borrowing costs. The: 
Company aims to further protect its financial performance 
through the-forward purchase of Canadian dollars with 
the US dollars generated from the sale of its production. 

As a result of its revenue protection program, over 
the past eleven years Cambior has realized a premium 
over the average market price for its gold production. 

In 1998, the realized price was $389 per ounce while 
the market price was $294 for a premium of 32.3%, 
compared to a realized price of $424, a market price ~ 
of $331 and premium of 28.1% in 1997 and a realized _ 
price of $423, a market price of eae and a premium 

of 9.0% in 1996. 

Although the base metals revenue » protection 
programs do not allow for the same flexibility as the 
gold forward sales, Cambior uses various instruments 
to establish floor prices. In 1998, Cambior obtained 
average prices of $0.47 per. pound compared toa ~_ 
market price of $0.46 per pound for zinc, and $0.79 per 


pound compared to a market price of $0.75 per pound _ 


for copper. 


EXPENSES | | 
" Mine operating costs increased by 10% in 1998 due 
to the acquisition of the residual 50% interest in the 


Doyon mine and sustained operations at the Langlois 


mine, partially offset by lower costs at the Omai mine. 
The 1% drop in mine operating costs in 1997 was . 

attributable to better cost control overall. The suspension 

. of operations at the Langlois mine in the first quarter 

and the closure of the Chimo and Silidor mines 
compensated for the higher costs arising from a 33% 

~ increase in production at the Omai mine. 

’ In terms of cost per ounce, mine operating costs fell 


substantially to $233 in 1998 compared to $255 in 1997 - 


and $257 in 1996. The decline in unit costs in 1998 
resulted from higher ore grade, the weakness of the 


Canadian dollar and improved performance for all the 
Company’s gold operations, principally the Doyon 


~ Division, where the cost per ounce went from $291 in 
1997 to $226 in 1998. The Doyon Division also benefited 


from the synergy resulting from the consolidation of 
the Mouska mine. In 1997, the Doyon mine posted 


higher unit costs in the first three quarters of the year 


due to cumulative development delays arising from 
the two-month shutdown in 1996, a loss in productivity 
resulting from extensive development work, and stability — 


_problems in zone 1.0 that limited access to underground 


ore destined for the mill, forcing the milling of low-grade 
ore from surface stockpiles. — 
- The decrease in smelting, refining and transportation 


costs despite higher production is due to lower unit 


refining costs for zinc and copper concentrates. 
Depreciation, depletion and amortization-amounted 
to $63.2 million in 1998 compared $50.4 million in — 


1997 and $54.4.million in 1996. The increase in this | 


item in 1998 resulted mainly from the acquisition of the . 
residual interest in the Doyon mine, partly offset by an 


_increase in the mine’s mining reserves. The decline in | 


this item in 1997 arose mainly from the suspension of 


34 


operations at the Langlois and Chimo mines offset by 


“an increase at the Omai mine arising from higher 


production. Royalties, consisting mainly of the 5% 
in-kind royalty payable to the Government of Guyana ~ 
on production from the Omai mine, decreased due to . 


lower production and the drop in gold prices. 


. Administration expenses, which had increased in 
recent years, were cut back in reaction to poor metals _ 
prices. Expressed as a percentage of revenues, 
administrative expenses declined to 1.7% from 2.1%* 
in 1997 and 1.9% in 1996. 

The decrease in financial expenses for 1998 is due | 


to a lower average loan balance and the conversion, for 


a shorter-period, of the gold loan into a dollar loan at the 
higher LIBOR rate. — 

The loss on foreign aah. of $0: 5 million in 1998 
and $0.6 million in 1997. resulted from.the conversion, 
for the purposes of the financial statements, of certain 
short-term Canadian dollar assets converted at a 
lower rate at the date. of the financial statements. The 
$1.8 million gain in 1996 resulted from the subsequent 
conversion at a favourable rate of the Canadian dollar 
proceeds of the February 1996 share offering. 


The following table provides an everview of 
exploration expenses for the last three years: 


* (millions of $) 1998 1997 1996 
Canada ~ 1.4 ‘ie eo 1.6 
United States hee 1.9 {3 

a? Mekiog ii! 1.1 3.5 ‘14 

Peru 1.5 go aah a aa? 

. Ecuador 1.0° 2.6 0.9 — 

_ Other — South America’ v2 aS 3 1d 


Total era s ore 3," 12.8 9.8 


Aside.from the aforementioned exploration expenses, - 

a total of $21.6 million was invested in international 

. development projects in 1998 compared to $46.1 million 
in 1997 and $40.2 million in 1996. 

In accordance with its accounting policy, the Company 
reviews annually the carrying value of certain of its 
mining assets, which resulted in a $24.5 million asset 
write-down in 1998, of Metates due to lower gold prices, 
and of various other assets and investments. These 
write-downs generated a $2 million deerease in deferred 
income taxes and mining duties. In 1997 and 1996, no 
write-down was deemed necessary. 

"In 1998, the Company incurred a tax expense of 
$5.0 million compared to $6.1 million in 1997 and 
$2.8 million in 1996. 

The Company is primarily subject to income taxes in 


Canada and Guyana, as well as mining dutiés on income ° 


earned from its Quebec mining operations. As a result 
of its investments in past years and available tax losses, 
the Company recorded-deferred income taxes and was 
only required to pay the minimum large corporations 
tax and mining duties. 
Minority interest corresponds to the minority 

’ shareholders’ interest in the earnings of Omai Gold 
Mines Limited (“OGML”). As a result of the loss 
incurred by OGML in 1995, the value of the interest 
held by its minority shareholders has been reduced to 
nil. Omai’s future earnings will be entirely attributable. 

to Cambior until the minority shareholders’ share of the 

loss absorbed by Cambior has been recovered, except 
with regard to the redemption of certain preferred shares 


held by them. 
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CONSOLIDATED CHANGES 

IN CASH RESOURCES 

Operating Activities 

Mainly as a result of the acquisition of the residual 


interest in the Doyon mine, the mine’s good performance 


in 1998, and the sustained operation of the Langlois 


‘mine, cash flow from operations (before changes in ~ 


working capital items) amounted to $84.2 million 
compared to $68.3 million in 1997 and $63.3 million in 
1996. The‘increase in 1997 resulted from the full effect 
of the Omai mine expansion and the higher milling rate 
at the Bouchard-Hébert mine. Per share cash flow from 
operations was $1.21 in 1998 compared to $1.14 in 
1997 and $1.08 in 1996, which also reflects the impact 


-of the increase in outstanding shares during the period. — 


The increase of $1.7 million in working capital items 
in 1998 resulted mainly from a decrease in accounts 


payable and was partially offset by a decrease in 


supplies inventory and prepaid advances. The reduction 
of $7.7 million in working capital items in 1997 resulted 
from tighter management of these items and, to a greater 
degree, of settlements receivable. The investment of 
$7.7 million in working capital in 1996 was due to 

an increase in settlements receivable and supplies - 
inventory following the start-up of the Langlois mine 
and the resumption of the Omai mine operations. 


Investment Activities 
A summary of investments in property, plant and 
equipment and business acquisitions is as follows: 


(millions of $) 1998 1997 1996 

Canada ; 140.6 38.5 : 31.4 

Omai Gold Mines Limited 19.7 14.2 27.9 

International —.Other 21.6 46.1 40.2 

Total 181.9 98.8 99.5 
Canada — 


In Canada, investments consisted mainly of the 
acquisition of the residual 50% interest in the Doyon _ 
mine for $98.9 million, effective January 1, 1998. The 
acquisition cost consisted of the transfer of a mining 
property net of working capital of $3.9 million, a cash 
payment of $50.0 million and a balance of purchase __ 
price of $45 million. The cash portion of $50.0 million . 
payable upon closing of the transaction was raised 


through a public offering of 10,200,000 common shares 
-at a price of Cdn $7.50 ($5.17) per share. A sum of 


$25.0-million was paid on June 30,.1998 and the balance . 


of $20.0 million was paid on December 31, 1998. 
Cambior also agreed to grant Barrick a gold price 
" participation right on future production from the 
Doyon mine. Under this participation right, Barrick |... 
would receive an annual payment of an amount equal .” 
‘to $24.75% of the excess, if any, of the average annual ; 
. market price for gold above $375/ounce multiplied by 
the number of ounces of gold produced from the Doyon 
mine during such year. The participation right applies 
to a cumulative maximum of 2.6 million ounces of gold 


“production commencing January 1, 1998 and is subject 


to a further cumulative maximum payout to Barrick of. 
$30 million. os 
Other investments in Canada consisted primarily of 


the continued mine development program at the Doyon . 


mine to access additional reserves and allow exploration 
of the deposit at depth. The deepening of the shaft 

~and related infrastructures was. completed and a paste 
backfill plant was put into operation. At the Langlois 


mine, work was accomplished toward stabilization of the 


ore pass and lateral development to new mining areas. 
Dike raising work was also carried out on the tailings” 

~ pond at the Bouchard-Hébert mine. Other development 
‘work is underway at depth in preparation for mining of 
a new ore block at the Niobec mine. 


Omai Gold Mines Limited (Guyana) © 

In 1998, investments consisted mainly of the purchase 
of mining equipment, development work and extraction 
of waste in excess of the estimated average ratio 
applicable to the mine. A computerized management 
system was also put into operation at the mine. 

In December 1998, an agreement was signed with 
Golden Star Resources Limited to acquire-a, 100% 
interest in the Eagle Mountain property, mainly in 
_ consideration of a $3.2 million interest-free loan to 
be repaid at the same rate as the preferred shares held . 
by them are redeemed, and a royalty on any future 
commercial production from the property. 

In 1997, investments of $14.2 million consisted of 
the addition of mining equipment, construction work | 
on the tailings pond and exploration work on the site 
covered by the mining concession. and neighbouring 
properties with the target of adding reserves. Work on 
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implementing the new computerized management system 


- also began in 1997. 


The expansion work started in 1995 to increase the 
iomninal capacity of the mill. was completed i in July 1996 
at a cost of $51.3 million. 


International — Other ; 
Investments made in 1998 amounted to $21.6 million 
compared to $46.1 million in 1997 and $40.2 million ~ 


in 1996. Investments in development projects were 


capitalized in accordance with the Company’s a¢counting — 
policy. Recovery of these capitalized costs is subject to 
the feasibility of these projects based on satisfactory 
long-term market price outlooks, entering into partnership 
agreements where appropriate, and securing the funds 
required to place these ore deposits into Commercial 


production. 

(millions of $) Total todate 1998 ~ 1997: 1996 
Cerro San Pedro (Mexico) - 14.9 12.6 Dene — 
La Arena (Peru) ae 6.6 3.8 ie was: _— 

* Gross Rosebel (Suriname) Ll Oe 4.0 ae 
Yaou-Dorlin (French tan) ihe oa meer: ' 4.6 2.4 
Carlota - 60.6 - O:4\ © 12.0 9.7: 
El Pachén (Argentina). 2 > eam | 8 Pag em BP 3.8 
La Granja (Peru) 53.8 32s 16.5: °* 172, 
Metates and others - : = — i ae, 1.8 
Total . 186.6 21:6 46.1. . 40.2 
Cerro San Pedro (Mexico) 


In January 1998, the Company and Metallica 
Resources Inc. entered into a joint venture agreement - 
to develop the Cerro San Pedro gold/silver project. The 
project is owned by a company that is owned 50% by 
Cambior and 50% by Metallica. Cambior has the right. 
to retain its 50% interest in the aforementioned Mexican 


- company by investing $20 million in development by 
the end of 2000. In addition, Cambior will provide the 
_ subsidiary with financing facilities of up to-$60 million 


for the project and a liedging facility for gold and silver 


_ toa maximum of 150,000 ounces of gold. Cambior also 
subscribed to 2.0 million common shares of Metallica, 


including 1.0 million shares for a cash consideration 
of Cdn, $2.60 per share and 1.0 million shares for a 


-consideration of 199,644. common: shares of Cambior. 


Project construction is subject to positive results of a 
feasibility study to be conducted in the second quarter 
of 1999, receipt of the Joye permits and a:firmer 
gold. price. 


La Arena ( Pein ) 


This property lies in northern Peru arid is wholly-awried 


by Cambior. During the year, diamond drilling and 
metallurgical testing was carried out. 

In December 1998, the Company entered into 
an option agreement with Gitennes Exploration Inc. 
under which Gitennes agreed to sell a 100% interest - 
in-Compania.Minera Kori Pampa S.A., a Peruvian 
company, to Cambior for cash payments and a royalty. 
Kori Pampa’s main asset is nine concessions forming 
_ the Virgen property, adjacent to La Arena. The purchase 
proposal includes cash payments of $7.0 million, 
including $2.5 million upon closing, $2.5 million 
12 months later and a final $2. 0 million 24 months - 
after closing. 


Gross Rosebel ( Suriname ) 
' This project is a joint venture with Golden Star Resources 
Limited. Grasshopper Aluminum Company N.V., 
a company owned by the Government of Suriname, has 
an option to acquire a 20% interest in the project at 
cost. Activities on the site were limited during the year. 
The Company is in the process of obtaining the permits 
and authorizations required to-put the project into 
production once gold prices are firmer. 


Yaou-Dorlin (French Guiana) 
Cambior continues to assess the Yaou-Dorlin project, 
which it owns 50-50 in joint venture with Guyanor 
_ Resources S.A. The studies required for permit renewal 
are underway pending stronger gold prices. 

In January 1999, Cambiex Exploration Inc. 
(“Cambiéx 


"property to Cambior in exchange for an option to - 


”) ceded its rights and interests in the 


acquire‘an interest in other properties in French 
Guiana. Cambiex owned an indirect interest of 15% 
in Yaou-Dorlin..This transaction is subject to the . 
required approval ‘of regulatory and other authorities. 


Carlota (United States) 

In 1998, investments in the United States were limited 

to $0.4 million, consisting mainly of activities related 

to obtaining the various permits required to put the , 

Carlota mine into production. At December 31, 1998, , 

investment in this project totalled $60.7 million. 
Cambior’s efforts to obtain environmental approval 

to put the Carlota copper project in Arizona into 

production resulted in a favourable decision from 

the United States Forest Service concerning the 
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environmental impact study in July 1997. This decision. 
is currently being appealed in the courts. There is no 
certainty that this appeal will not entail additional | 
delays or other unfavourable conditions related to the 
project. Additional delays required to assure the project 
start- ap could be important. 


El Pachén (Argentina) 
In accordance with the 1994: agreement, Camber 
acquired a 50% indirect interest in the El] Pachon 


- property, located on the Chile-Argentina border, from 


Compania Minera San Jose S.A. Since 1994, Cambior 
has financed $20.2 million in engineering and drilling oat 
work to gather the data required to prepare a feasibility 
study. Work is underway on obtaining all the permits 
and authorizations required pending improvement in. 
the copper market. gm, 


_ La ae (Peru) 


The La Granja project is located in northern Peru. 

In 1997, Cambior exercised a purchase option acquired 
from Minera Peru S.A., a state-owned corporation, - 

in 1994.. Minera Peru S.A. retains a 5%, NSR, with the 
percentage subject.to change based on the price-of 
copper and the inflation rate: To date, investment in 

the project totals $53.8 million. Work is underway on 
obtaining all the permits and authorizations required. 
Furtherance of the project is subject to, among other 
considerations, an improved copper market. - 


Metates (Mexico) 
In 1997, Cambior exercised its option to vehass a 
50% interest in the Metates project from Corporacién 
Industrial San Luis S.A. de C.V. Cambior has invested 
$13.9 million in exploration, metallurgical testing and 


a feasibility study. In 1998, the Company decided to 


write-off its investment in the project. 


Financing Activities 
In July 1998, the Company signed a new agreement wil 
a banking syndicate for a credit facility of 750,000 ounces 


of gold or $250 million. Advances under the credit 


facility can be denominated at the Company's option 
in gold Base Rate loans or dollar LIBOR loans, plus a- 


‘premium in both cases. 


This new facility replaces a previous facility set up in 
1995 and consists of a revolving credit of $250 million | 
amortized over five years in sevén semi-annual reductions 
beginning on June 30, 2000 and ending on June 30, 2003. 


The reduction schedule may be extended by one year 
at each anniversary by mutual agreement between the 
Company and the banking syndicate. _ 

Amounts outstanding under the credit facility 
bear interest at the Base Rate for gold loans and at 
the LIBOR rate for dollar loans, plus‘a premium 
determined quarterly based on the Company’s debt ratio. 

‘At December 31, 1998, the premium was 0.75% and 
the commitment fee on the unused portion of the facility 
was 0.25%. An amount.of up to $86 million remains 
available under this facility. 

The credit facility is unsecured except for the eventual 
proceeds from a foreign investment insurance policy 
that Cambior contracted with the Export Development: 
Corporation (EDC).for its Omai mine located in 
Guyana. The policy covers investments to a maximum 

- of $100 million. . 

In 1997, the Company converted its gold loans into | 
dollar loans in accordance with the provisions of the 
previous agreement and realized gains and debt 

. reductions of $39.6 million representing the difference 
between the price of the forward purchase contracts in | 
place to convert the gold loans and their accounting 

value at the conversion date. Similarly, gains and debt : 

_ reductions of $17.8 million were achieved in 1998. 

Since the gold loan is part of the gold hedging 

program of the Company, these gains are deferred. 

- An amount of $6.9 million in 1997 and $13.0 million 
in 1998 were recorded in the results and the balance of 
$37.6 million will be included over the next three years. 

‘The Company has chosen to record these amounts 

with the cash flow from operations ‘on the same basis as 
earnings, since the objective of the hedging instruments - 
is also to protect cash flow. - 

In February 1998, the Company issned 10.2 million 
common shares at.Cdn $7.50 ($5.17) per share for net 

- proceeds of Cdn $73.1 million ($50.4 million) net of - 

Cdn $3.4 million ($2.3 million) in issue costs. This 

public offering was used to pay the cash portion of .. 
the acquisition of the residual 50% interest in the 

Doyon mine. 

In February 1996, the Company issued 8.0 million 
common shares priced at Cdn $20.875 ($15.21) 

per share for net proceeds of Cdn $160.0 million 

($116.6 million) after deducting issue costs of 

Cdn $7.0-million ($5.1 million). 
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Inthe past three years, Cambior has distributed 
annual dividends of $3.5 million in 1998, $6.3 million ~ 
in 1997 and $6.2 million in 1996. A dividend of $0.05 
per share was paid out in 1998 whereas previously this : 
dividend eae to Nea TOS per share. 


BALANCE SHEETS | 


"At December 31, 1998, the Company's otal assets 


amounted to $808.9 million, up from $764.8 million 
at December 31, 1997 due mainly to-an increase in 
property, plant and equipment. . 

At December 31, 1998, property, plant and 
equipment had increased by $79.3 million to . 
$726.9 million, primarily reflecting the acquisition 
of the residual 50% interest:in thé Doyon mine. Cash .. 
decreased by $29.2 million, mainly as a result of 
investments in mining assets and maintaining a low . 


- debt level. Working capital, net of cash and the current 


portion of long-term debt, totalled $18.6 million 
compared to $20.1 million in 1997: The decrease is 
mainly due to a decline in supplies inventory and 


prepaid expenses. Long-term debt amounted to | 
$166.5 million at the end of 1998 compared to. 


$141.4 million at December 31, 1997. 


A Sey of long-term debt is as follows: 


(millions of $). 1998 1997, 
Long-term debt 166.5. 141.4 

Less: cash 22:0 ole 

Net debt ~ 144.5. » 90.2 

Net debt-to-equity ratio (%) 20% . 14% 

Available credit 


86.0 723 


_ The net debt-to-equity ratio rose to 20% at the end 
of 1998 from 14% at the end of 1997, mainly due to 
_ the settlement of the purchase price related to the 

acquisition of the residual interest in the Doyon mine. 


Gold loans are an integral part of the revenue and cash . | 
flow protection program, and in the past have generally - 
borne an interest rate of less than 2.5% per annum. 

At the end of 1998, the Company had unused. credit | 
of up to $86.0 million from the credit facility; when 


-added to cash of $22.0 million, the Pompey could have’ 
-access.to $108.0 million. 


_ Deferred revenues of $37.6 million at 
December 31, 1998 correspond to unamortized gains 
realized when the gold loan borrowed at a given price 
was converted into a dollar loan at a lower gold price. 


Minority interest includes Cambiex’s interest in the 
Yaou-Dorlin project as well as the common and preferred 
share held by Golden Star Resources Limited and the 
Government of Guyana in OGML. | 

The common share capital of OGML.is held 65% 
by Cambior, 30% by Golden Star and 5% by the 
~ Government of Guyana. Nonetheless, since the Company 
first became involved in the project in 1990, Cambior 

has financed all. the investment needs, including the . 
original $150 million project construction cost and the 
$51 million cost of expanding the mill in 1995-96. 
_ This financing generates a reasonable return and is 
_repayable to Cambior on a priority basis. 

As at December 31, 1998, OGML owed Cambior a 
total of $223 million, including an unpaid cumulative 
dividend on preferred shares of $57 million. Cambior _ 
estimates that, based on current operating costs and 

_a gold price of $325 per ounce, it will receive 100% 
of the mine’s cash flow as repayment of its loans and 
preferred shares until current mining reserves are 
depleted. Consequently, Cambior accounts for its 
investment on a fully consolidated basis and reports 
100% of production. The payment of preferred shares 
_ held by Golden Star is shown as minority interest 
payment. The Government of Guyana also receives 
- a 5% royalty on gold production, payable in kind. 

Shareholders’ equity rose mainly due to the net 
proceeds of the share offering and despite an increase 
- in the cumulative translation adjustment arising from 
- the relative weakness of the Canadian dollar, with ' 

-other factors being the net loss of $11.5 million and 
the dividend payment of $3.5 million. 


METALS PRODUCTION ; 

The Company’s revenues as well as cash flow from 
operations are generated by the production of gold 
and other metals. The sources of cash flow generated 
in 1998 break down as follows: 


(1 thousands of $) Gold Metals © Total 
Gross revenues . 250,942 92,651 343,593 
Less: smelting and refining 2,226 43,466 45,692 


Net revenues 


Expenses net of 


- non-cash items 175,358 -38,360 213,718 
Cash flow from operations 73,358 87% 10,825 13% 84,183 
Per share ($) $1.05 $0.16 $1.21 


248,716 83% 49,185 17%.297,901 
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MINING RESERVES AND 

MINERAL RESOURCES 

Cambior’s gold and base metal reserves at 

December 31, 1998 are shown on pages 10 and 11 © 

of this report. To establish these reserves, the Company 


cused a long-term gold price of $325 per ounce compared 


to $350 per ounce at the end of 1997. The price 
assumptions for base metals were changed to reflect 


a long-term price of $0.55/Ib for zinc compared to 


$0.60/Ib in'1997, with copper unchanged at $1.00/lb. 
For the Canadian operations, a long-term exchange rate 
of $1.45 was used, At the end of 1997, the Company 


reclassified its reserves into eon and probable 
_ reserves” and.“mineral resources” 


Proven and probable reserves o all the Company’ s 
producing properties stand at 5.2 million ounces as at 
January 1, 1998 compared to 5.6 million ounces at the 


_ beginning of 1998, being influenced at the Omai mine 


in particular by the lower-gold prices. Mineral resources 
doubled to 1.4 million ounces compared to 0.7 million 
ounces at the beginning of the year. 

~ Due to development and definition work and taking 
1998 production of 240,000 ounces into account, 
reserves at the Doyon mine rose to 2.6 million ounces at 
the beginning of 1999 compared to 2.3 million ounces 
at the beginning of 1998 for a renewal factor of 220%: 
at the same dates, mineral resources also: increased from 
0.7 million ounces to 1.0 million ounces. On the basis 
of a reduced long-term price assumption of $325 per 
ounce, reserves at the Omai mine net of 1998 production 
of 328,000 ounces amounted to 1.9 million ounces 
compared to 2.5 million ounces at the beginning of the 
year; at the beginning of 1999, mineral resources were 
0.3 million ounces. 

With the exception of a substantial increase in 

reserves and resources at the Sleeping Giant mine, 


reserves net of 1998 gold production for the other 


producing mines either increased or remained stable 
despite the reduced price assumption. 

The Company also assessed the mineral resources on 
its development projects. The details of these resources 
are given on pages 10 and 11 of this report. 

The establishment of mining reserves can be 
highly sensitive to metals prices and exchange rates. 
The Company may even be obliged to reassess its 
mining reserves if a significant reduction in metal 


prices were to be sustained. 


ENVIRONMENT 
Cambior’s mining and exploration activities are re subject 
to various laws and regulations regarding environmental 
protection. These laws are constantly evolving and 
generally tend to impose increasing restrictions. 
~. The Company has already incurred, and expects to © 
incur in the future, costs to ensure conformity with these 
laws and regulations. Ongoing site reclamation costs 
are charged to expenses in the period they are incurred. 
The Company has estimated closure costs, including 
site reclamation; these costs are charged against earnings 
over the expected operating lives of the mines. These 
allowances may be revised on the basis of changes to 
the laws and regulations and the availability of new 
information. 
In 1998, with the exception of the Doyon mine, 


which Cambior only began managing at the beginning of — 


the year, all the Company’s Canadian entities received 
ISO 14001 certification for their environmental 
management system. The Company i is aiming to obtain 
certification for the Doyon anil Omai mines in the - 
coming year. 


RISKS 
Cambior is subject to various financial, operational and 
political risks within its mining operations. The 
Company carries out risk assessment and seeks to 
minimize these risks through: | 
—careful planning, construction and operation af: 
its facilities; 
—hiring competent Her conbiel es developing their 
skills through training and development programs; 
—setting and maintaining recognized international 
standards; 
— conducting independent audits and reviews; 
, —transferring some risk through the purchase of 
insurance as well as the maintenance of commodity 
and currency hedging programs. 


The Company derives virtually all of its revenues and 
earnings from the sale of gold, zinc, copper and niobium. 
The gold price has fluctuated considerably in recent 
years and is influenced by numerous factors beyond 
Cambior’s control, such as general price inflation, 
changes in investment trends and international 
monetary systems, political events and changes in gold 
supply and demand on the public and private markets. 

_ Zine and copper prices are occasionally subject to 
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large fluctuations due to the state of market supply. 
and demand. These conditions are influenced by the 
economic context as well as by numerous factors beyond 


- Cambior’s control. The Company could even become 


obliged to suspend metal production and sales and 
re-evaluate its mining assets if a significant reduction 
in metal prices were to be sustained. . | 
The Omai mine in Guyana accounts for a large portion.” 
of Cambior’s production and reserves. Consequently, re 
the risks inherent in doing business in that country _ 
constitute a major concern for the Company. Cambior’s 


_investment in Omai carries the usual risks associated _ 
with investment in a developing country. However, 


the Company has foreign investment insurance for a ~ 
nominal, maximum value of $100 million from EDC, 

At the end of 1998, the Company had not taken out such 
insurance to cover the amounts invested in Argentina, 
Ecuador, Mexico, Peru or Suriname as its activities 

in these countries are limited to exploration and . 
development. In these countries, Cambior has-to conform ~ 
to mining laws governing exploration, mining, processing 


_and.marketing of minerals; as well as'‘mineral agreements _ 
in some cases. These laws are generally similar in effect 


to comparable laws in North American jurisdictions. 


Non-compliance with these standards and agreements _ 


may entail fines for Cambior or.the suspension or - 
cancellation of operating permits. Cambior believes 


that it is in substantial compliance with all legislation, 


regulations and administrative standards waitin: to 
its activities. 
The. Company and one of its subsidiaries are — 


~ defendants in various civil procedures in Guyana arising 


from the tailings dam failure at the Omai mine in 
Guyana in 1995. In most cases, the amount of damages 
claimed has not yet been specified by the plaintiffs. 
Insurance coverage remains available with respect to a 
substantial portion of these claims; and any additional 
amount that might be payable is unlikely to be material. 
F urthermore, the Company i is subject to various 
claims, actions or. recourses occuring in the normal — 


_ course of its business. The Company is also subject to 
new income tax contributions.and mining duties with . 
-respect to some financial years. The Company does not 


believe that unfavourable decisions in any proceedings, 
pending or threatened, with respect to any eventual . 
contribution or any amunt that will become payable, if. 
applicable, will entail any adverse effect on its financial 


condition or future operating earnings. 


YEAR 2000 READINESS DISCLOSURE — 


Cambior is fully aware of the potential disruption that 
might be caused by the passage to the year 2000 and 
other potential date related problems associated with it. 
. Having started operations in 1986, Cambior does 
not believe it has inherited any customised, hidden 
and sometimes undocumented “legacy code” from the 
1960's or the 1970's. Still, potential problems exist t and 
demand to be addressed.. 


- Organisation and ecourees 
- Since 1997, the Company has-put in place a een 
- structure that has as its objective the elimination of 
any exposure to date- related shea over which.v we 
have control. 
The Vice- President, Control, has been given the 
"responsibility of co-ordinating the activities throughout 
the organisation to meet this objective and reports 
quarterly to. the Audit Committee on these activities. 
_He is supported by ad-hoc committees headed 
by the regional Vice-Presidents at major locations. 
The responsibilities of these committees include 
scheduling the various activities, implementing the 
activities in timely fashion, defining criticality, 
monitoring rémediation and, where warranted, 
preparing contingency plaris. 


Financial Systems 
In terms of severity of potential consequences, the first 
concern has been directed toward our financial systems. 


In the Canadian operations, the financial systems vendors 


have either confirmed compliance or made available 

new tested versions that are Year 2000 compliant. 

- We will upgrade to revised versions early in 1999, once © 
‘year-end closing activities are completed. 

~~ At other non-operational, regional locations in 

~ Canada and in other countries, the systems presently © 

" in use are not compliant. However, the vendor has made 

available compliant versions. The process of upgrading to 

the revised versions and testing is planned for completion 

again once year-end closing activities are completed. 

If the tests do not yield satisfactory results, these. ~ 

systems can readily be replaced by other commercially 

~ available systems. The required functionalities are not 

-particularly complex or difficult to secure. 


At the Omai mine, Cambior had already decided at 
the beginning.of 1997 to replace the system in use to 
increase functionalities and to improve the management 
information system. The Oracle/R5 systems were 
implemented successfully and ahead of schedule in 
May 1998. The same process was initiated at the head. 
office in Montreal, and completion. was achieved at the 
beginning of December 1998. 

In view of the numerous additional functionalities 
that are being made available by these systems which, 
once developed, will be available for immediate use in 
any of Cambior’s future major projects, this cost has been 
capitalised and will be charged to the various users over _ 
time: All other costs will be expensed. However, these 
expensed costs are not expected to be material. 


Process Control Instrumentation. 
A second coneern involves the functioning of date- . 


sensitive instrumentation used:in our operations, 


be they mining or milling or other support activities. 
These have been inventoried throughout the operations 
in Canada and at all other locations, principally at Omai 
in Guyana. The current activities consist of testing and 
contacting all suppliers to either confirm compliance 
or obtain corrective action. This work is prioritized to | 
the more critical process control instruments but is also 
extended to all other applications. Some suppliers are © 
showing reluctance in collaborating fully in the process 
as they become prudent in certifying compliance. 

For new purchases, suppliers are now requested to’ 


- warrant compliance of date-sensitive instrumentation — 


as a condition attached to any purchase order issued for 

such instrumentation. ore 
We do not currently expect the costs involved to be 

material. ) 


’ Timetable for key. concerns 


Cambior intends to complete its activities in these two 


areas early in the current year, So that our personnel has 


adequate time prior to the coming of the year 2000 for . 


further testing and coping with any additional problems 


that might be identified. 


Third Parties 

Finally, during the fourth quarter of 1998 and the 

first quarter of 1999, critical third parties with which 
Cambior transacts business are being identified and 
contacted as to their preparedness to face the transition 
to the year 2000. This group includes major suppliers 
and service providers, including financial institutions “ 
with which accounts are held or with whom foreign 
exchange, gold or base metals are traded or hedged: 
This activity will continue until the end of 1999. 

Of course, we will have no control over the reliability 

of the commitments or comfort that will be expressed as 
a result of our inquiries. Each situation will have-to be 
evaluated and mitigation defined and implemented where 
either criticality or insufficient comfort warrants it. 


Contingency Planning . 
Where systems or relations with third-party service 
or supply providers are defined through the current’ 
discovery activities as critical, contingency plans will 
be prepared and evaluated for effectiveness. This 
process is being initiated as soon as criticality has 
been established and may be an ongoing process 
throughout 1999, as circumstances require. 


_ Disclaimer 

Notwithstanding the above activities, there can be 

no assurance that issues related to the impending 
arrival of the year 2000 will not adversely affect 
Cambior generally and all or any of its operations, 
financial position, financial results and rélations with 
third parties, in particular. Such adverse effects, if any 
arise, may be material. 

Accordingly, Pinar set forth herein shall be 
interpreted as transferring any responsibility to, or as 
‘giving rise to any claim of any kind against, Cambior Inc., 
any of its directors, officers, employees, agents or other 
representatives (collectively, “Representatives”) or any 
of its affiliates and their respective Representatives, in 
relation to any matter discussed herein or in relation to 


any matter arising out of the tapeoding arrival of the 
year 2000. 


HUMAN RESOURCES 


In 1996, collective agreements of three and five years 
respectively. were signed with the unions representing 
‘personnel from the Sleeping Giant and Niobec mines. 
‘At the Doyon mine, a collective agreement expiring in 
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2000 was signed, for which monetary conditions are 
currently under renegotiation. — — 

At the Omai mine, renegotiation is underway in 
preparation for the renewal of the collective agreement 
that expires in April 1999. 

The Company maintains satisfactory relations with 
its employees. . 


Expiry dates of the collective agreements 


Omai mine! 


Hourly employees April 9, 1999 


Doyon’ 


Hourly employees (monetary clauses only) 


November 30, 1998 
Sleeping Giant : 


Hourly employees ay July 31, 1999 
Niobee® 
Hourly employees . April 30, 2001 


1. The Omai mine ig owned by Omai Gold Mines Limited, a subsidiary of 
Cambior. 


. 2. Until December 31, 1997, Barrick Gold Supeiesne co-owner of the 


Doyon miné with Cambior, was the mine operator. 
3. Teck Corporation, co-owner of the Niobec mine with Cambior, is the mine - 
operator. ‘ 


Employees at Cambior’s other mines and development 
projects are not unionized, 
The Company has an active program for promoting 


health and safety in the workplace. Notwithstanding 


the efforts invested in these programs, the Company 
deplores an increase in the accident rate, including 


- two fatalities in 1998. Additional prevention and 


training efforts.are being applied to improve on this 
record: The Omai miine, it should be noted, has posted 
a very good performance with a very low accident rate. 


OUTLOOK 


~ The following discussion and analysis explains trends ~ 


in the Company’s financial condition and results of - 
operations forthe year ended December 31, 1998, 
compared with the two previous fiscal years, and is 
intended to help shareholders and other readers 
understand the dynamics of the Company’s business 
and the key factors underlying its financial, results. 
Certain statements in this management's discussion and 
analysis constitute forward-looking statements. Such. 
forward-looking statements involve known and unknown 
risks, uncertainties, and other factors which may cause 
the actual results, performance and achievements of the 
Company or of its industry, to be materially different 
from any future results, performance, and achievements 
expressed or implied by such forward-looking statements. 


Such risks, uncertainties and assumptions include, 
among others, those herein above-mentioned under the 
title “Risks” and the ability of the Company to attract 
_and retain key employees. The consolidated financial 
.statements, notes to the consolidated financial statements 
and supplementary financial information constitute an’ 
“integral part of and should be read in conjunction with - 
this management's discussion and analysis. 

The selling price for gold production is a key ~ 
variable in the Company’s financial performance. Gold 
trades on the world markets and its price is affected 
by numerous factors beyond the Company’s control. 

In order to protect itself against negative repercussions, 
the Company uses various hedging tools including 
spot and fixed-term forward sales to assure a minimum 
price for future production. At December 31, 1998, 

the hedging program covered 802,000 ounces of gold 
at a minimum price of $353, including all the gold 
expected to be produced in 1999 at.a minimum price 


of $358 and including deferred revenue to be amortized 


during the year from the prior conversion of gold loans. 
Following the acquisition of Barrick Gold Corporation’s 

interest in the Doyon mine, Cambior set as its priority 
applying the Doyon operating plan in such a way as to ~ 
generate synergies with its regional assets and human _- 
resources and improving the operation over the following 
three years in an effort to increase gold production and 
cut average production costs. 

In 1999, given the ongoing improvements at Doyon, 
Cambior has targeted a production of 650,000 ounces of 
gold, 71,200 tonnes of zinc, 8,100 tonnes of copper and 
1,100 tonnes of niobium. Gold mining activities are still 
expected to generate more than 80% of the cash flow 
from operations: _ : 

A breakdown of eouamied 1999 gold production 
compares to 1998 production as follows: 


~ (in ounces) 1999 (estimated) 1998 


Doyon division ° 260,000 240,000 
Omai mine : 306,000 328,000 
Sleeping Giant mine (50%) - 39,000 * 36,000 
Bouchard-Hébert/Langlois ‘mines ¥ : 45,000 ‘ 34,000 


650,000 5 638,000 
1.Gold equivalent. 


Given the current weakness in gold and base metals 
markets, Cambior is maintaining a productivity 
improvement and cost reduction program at all of its 
mines and at the corporate level, with the objective of 


reducing the average cost per ounce of gold from $233 
in 1998 to $215 in 1999. Cambior is also aiming to 
reduce exploration and administrative expenses and 
capital costs. Its investment programs are concentrated - 


on improving its existing mining operations, mainly 


_at Doyon and Omai, as well as pursuing work on the 


Cerro San Pedro and La Arena development projects. - 
Property, plant and equipment expenses for 1999 

are forecasted at $67 million; construction of the Cerro 

San Pedro project is. subject to obtaining positive results 


' from the feasibility study and the required permits, 


and higher gold prices. At the Doyon division, capital | 
expenditures are estimated at $25 million, mainly for 
deferred development on levels 12 and 14 in the 


‘Extreme-West zone of the Doyon mine as well as to sink 
_an internal shaft at the Mouska mine. Capital expenditures 


planried for the Omai mine amount to $15 million, mainly 


for deferred mining costs, tailings pond dike construction 


and replacement of mining equipment. Capital expenses 
at the La Arena gold project are estimated at $6 million 
for metallurgical testing and definition drilling in 


preparation for the feasibility study. Capital expenditures 


of $16 million are planned for the base metal operations. 
Metal market prices are currently fairly low compared 


‘to prices in recent years. Cambior expects that the 


markets could improve in the medium term; its business 
plan is based on long-term prices of $325 per ounce for 


gold, $0.55 per pound for zine and $1.00 per pound for 


copper. In 1999, investments in the Carlota, El Pachén 
and La Granja copper projects will be sufficient to 
assure project maintenance. However these’ projects are 
on standby pending improvement in the medium-term 


market outlook. Similarly, the Omai mine and certain 


gold projects, including Cerro San Pedro, La Arena, 
Gross Rosebel and Yaou Dorlin, are subject to 
improvement in gold prices. The outlook for zinc mainly 


_ affects the Langlois mine, where a long-term price of 


$0.50 per pound is required to recover investment. 
Cambior is reasonably confident that the market 
outlook will improve in the coming years. Nevertheless, 
if the long-term outlook were to be readjusted to lower 
levels than those indicated, the book value of some 


assets would have to be readjusted downward. . 


Cambior will continue to monitor market changes 


and adjust its investment program so as to ensure the 


prudent management of its resources while at the same 
time seeking out new, interesting business opportunities. 


MANAGEMENT’S REPORT 


" The Management of the Company is responsible 
for the preparation of the consolidated financial 
statements and the financial information.included in 


this annual report. 


Management maintains a system of internal controls 


to produce feliable financial statements and to provide _ 


reasonable ‘assurance that assets are safeguarded. 


_ The consolidated financial statements are prepared 
in accordance with generally accepted accounting 
principles in Canada and necessarily include amounts . 
based on estimates and judgments of Management 
based on the data available at the time. ' 


~ Raymond Chabot Grant Thornton was appointed by 
‘the shareholders as external auditors of the Company. 
Their report, presented below, expresses an opinion on 
the consolidated financial statements. ; 


To the Sharcholders of Cambior Inc. 


We have audited the consolidated balance sheets of 
Cambior Inc. as at December 31, 1998 aind 1997 and 
the consolidated statements of earnings, contributed 
surplus and retained earnings and changes in cash — 
resources for each of the years in the three-year period 


ended December 31, 1998. These financial statements - — 


are the responsibility of the Company's management. 
Our responsibility is to express an opinion on these 
financial statements based on our audits.. 


We conducted our audits in accordance with 
generally accepted auditing standards in Canada. 
Those standards require that we plan and perform 
an audit to obtain reasonable assurance whether the 
financial statements are free of material misstatement. 
An audit includes examining, on a test basis, evidence 
supporting the amounts and disclosures in the 
financial statements. An audit also includes assessing 


‘ Louis P. Gignac 


The Audit Committee meets on a quarterly basis with — 
the external auditors, with and without Management - 
being present, to review the financial statements and 
to discuss audit related matters. The members of the — 


_ Committee are independent directors. 


On the recommendation of the Audit Committee, 
the Board of Directors has approved the eae Ss 


consolidated financial statements.: 


Henry A. Roy 
Senior Vice President 
Finance and Administration. 


and Chief Financial Officer 


President and Chief 
Executive Officer 


Montreal, Canada 
January 27, 1999 . 


AUDITORS’ REPORT 


the accounting principles used and significant estimates 
made by management, as well as evaluating the overall 
financial statement presentation. 


In our opinion, these consolidated financial statements ~ 
present fairly, in all material respects, the financial 
position of the Company as at December 31, 1998 
and 1997 and the résults of its operations and the 
changes in its financial position for each of the years 
in the three-year period ended December 31, 1998 
in accordance with generally accepted accounting 
principles in Canada, 


General Partnership 
Chartered Accountants . 


Montreal, Canada i 
January 27, 1999 


Years ended December 31 


CONSOLIDATED EARNINGS» 


The accompanying notes are.an integral part of the consolidated financial statements. 


“AB. 


(1998 1997 1996 
( in thousands of United States dollars) $ $ $ 
REVENUES _ | fami ‘ nae 
_ Mining operations 341,463 — 319,219 - 306,630 
- — Investments 2,130 - 5,147 6,494. 
: 343,593 324,366 313,124 
EXPENSES _ vex 
_ Mining operations . 187,688 | 169,969 171,931 
Smelting, refining and transportation 45,692 48,601 49,213 
Depreciation, depletion and amortization — 63,191 50,443 54,422 
Royalties . 5,216 5,900 -5;417 
Exploration i : 7,948 ‘12,832. ite 
‘Gain on disposal of an exploration property —__ » (4,232) ea oo 
Administration . ' 5,906 | 6,959 5,943. 
Capital tax 2,000" 1,594 1,912 
~ Financial expenses 9,896 - . Sis Bh alls 8,431 
Loss (Gain).on foreign exchange 465 2 OD (1,818) 
Write-down of mining assets (Note 5) 24,495 — — 
sae , eines 348,265 307,978 305,242 
Earnings (Loss) before the undernoted items Fake : (4,672) 16,388 - 7,882 
_ Income taxes and mining duties (Note 10) ; : 4,983 - 6,118 2,770 
cae (9,655) 10,270 5,112 
Minority interests (Note 7) 1,801 3,200 486 
Net earnings (loss) _ —(AV,456) - 7,070 - 4,626 
Earnings (Loss) per share (in dollars) (0.16) 0.12 0.08: 
Weighted average number of common share outstanding (in thousands) - 69,627 60,150 58,805 


CONSOLIDATED CONTRIBUTED SURPLUS 


AND RETAINED. EARNINGS 


Years ended December 31 


(in thousands of United States dollars, except. for amounts per share) 


CONTRIBUTED SURPLUS 


Balance, beginning of year . 


Premiums received on the issuance of common shares and warrants 


Balarice, end.of year 


RETAINED EARNINGS 
Balance, beginning of year 
Net earnings (loss) 


Dividends 60. 05 per share in 1998, $0.10 per ae in 1997 and 1996) 


Share issue expenses, net of i income taxes 
Balance, end of year 


The accompanying notes are an integral part of the consolidated-financial statements. 


1998 
$ Py 


335,913 


25,629 
361,542 


37,536 
(11,456) 


26,080 
+ (3,520) 
(1,448) 


21,112 


1997, 


335,799 


158 


335,913 


36,722 


LOT: - 


43,792 


(6,256) © 


37,936 


1996 


238,146 
97,609 


339,799 | 


41,440 - 
4,626. 


46,066 


(6,201): 
(3,143) 


36,722 


CONSOLIDATED CHANGES IN CASH RESOURCES 


Years ended December 31 


eo fin: thousands of United States dollars, except for amounts per share) 


-OPERATING ACTIVITIES 
Net earnings (loss) 

‘Non-cash items 
Depreciation, depletion and amortization 
Write-down of mining assets _ 
Income tax benefit and deferred income taxes 

and deferred mining duties 

Minority interests 
Other 


Cash flow from operations 


' Changes in working capital items 
Settlements receivable 

Other accounts receivable 

Supplies inventory 

Prepaid expenses 

Accounts payable and accrued liabilities 


Cash provided by operating activities 


- INVESTMENT ACTIVITIES 
Investments 

Property, plant and eee 

Acerued liabilities — construction in progress 
. Business acquisitions (Note 3) 


Cash used in investment activities 


FINANCING ACTIVITIES — 
Long-term debt 
Borrowings 
_ Repayments 
Deferred gain 
- Minority interests 
Common share issue 
_ Dividends 
Other . 
Cash provided by-(used in) financing activities 
Increase (Decrease) in cash | 
; Cash, beginning of year 
Cash, end of year 


Per common share (in dollars) 
Cash flow from operations 
- Cash provided by operating activities 


Weighted average number of common shares outstanding (in thousands) 


’ The accompanying notes are an integral part of the consolidated financial statements. 
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1998 1997 1996 
$ $ $ 
(11,456) 7,070 4:626 
63,191 50,443 54,422 
23,995 aA 2 

3,864 5,224 1,696 
-1,801 3,200 486 
2,788 2,391 2,116 
84,183 68,328 63,346 
(868) 6,273 (6,145) 
377 713 3,323 
1,888 1,710 (2,814) 
1,528 351 1,038 
(4,649) (1,299) (3,144) 
(1,724) 7,748 (7,742) 
$2,459 76,076 55,604 
(6,190) (2,901) (554) 
(83,090) (98,764) (97,988) 
ni 5A 4 Me 
(98,855) a 546) 
(188,135) (101,611) (114,403) 
390,156 428,164 67,047 
(365,086) (486,213) ° (69,742) 
4,797 32,759 ig eres 
(1,801) (3,200) (486) 
51,984 — Bess 117,526 
(3,520) ~ 6,256) (6,201) 
+ 60) . 61) (6518) 
76,480 (34,615) ° 107,626. 
(29,196). (60,150) 48,827 
51,214 ° 111,364 62,537 
22:018 51,214 111,364 
1.21 1:14 1.08 
1.18 1.26 0.95 
69,627 - . 60,150 


58,805 


As at December 31 
(in thousands of United States dollars) . 


ASSETS 

Current assets 
Cash . 
Settlements receivable. 
Other accounts receivable 
Supplies inventory 
Prepaid expenses 


Investments (Note 4) 
Property, plant and equipment (Note 5 Z 
Income tax benefit 


LIABILITIES 

Current liabilities : 
Accounts payable and accrued liabilities. 
Current portion of long-term debt 


Long-term debt ( Note 6) 
Deferred gain (Note 6) 
Provision for environmental obligations 


Deferred mining duties and deferred income taxes 


Minority interests (ote 7) 


SHAREHOLDERS’ EQUITY 

Capital stock (Note 8) — 
Contributed surplus 

Retained: earnings ~ 
Cumulative translation adjustment (Note 9) 


The accompanying notes are an integral part of the consolidated financial statements. 


On behalf of the Board, 


Ay Sf 


Guy Dufresne, 
Director 


Louis P. Gignac, 


CONSOLIDATED BALANCE SHEETS 


1998 


- 22,018 
18,249 

. 7,262 
26,176 
2,491 


76,196 


5,353 ° 


 726,927— 
412 


808,888. 


35,553 
572 


36,125 


165,895 
37,556 


"72343. 


10,775 
1,659 


259,353 


(38,080) 


549,535 - 
808,888 | 


1997 


51,214: 
17,381 
7,085 
28,175 

3,795 


107,650 


5,743 
647,674 
3,725 


764,792 


~36:346 
15,669 ; . 
“52,015 ~ 


. 125,728. 


32,759 - 


4,833. 
11519 224 


1,659 


228,513 


176,270 


335,913 
37,536 
(13,440) 


936,279 
764,792 


NOTES TO CONSOLIDATED FINANCIAL STATEMENTS 


(All amounts are expressed in United States ( “US”) dollars except where 
otherwise indicated; amounts in the tables are re presented i. in thousands of - 


US dollars. ) 


-J-INCORPORATION AND NATURE 
OF OPERATIONS... 


Cambior Inc. (“Cambior’ ") ‘incorporated under Part IA a 
‘the Companies Act (Québec), is engaged in the mining, 
exploration and development of mining properties, principally 
gold, located in North America and South America. 


2 -ACCOUNTING POLICIES | 


The consolidated financial statements are prepared in - 
_ accordance with generally accepted accounting principles 

in Canada. As deseribed in Note 14, those principles differ 

in certain material respects from some accounting principles 
that the Company would have followed had its consolidated 
financial statements been prepared in accordance with - 
generally accepted accounting principles in the United States. 
The principal accounting policies followed by the Company 
are as follows: . 


_ Principles of consolidation 

The consolidated financial statements include the accounts 
of the Company and of its subsidiaries. The Company’ s share 
‘in joint ventures is accounted for by the proportionate 
consolidation method. 


Measuring unit 
The financial statements of the Company were presented in 


Canadian dollars up to December 31, 1995. Since substantially ? 


all the Company’s revenues result from metal sales in 

US dollars and the Company’s Canadian assets represent 
less than half of the assets, the US dollar was adopted as the 
Company's reporting currency commencing January 1, 1996. 


Use of estimates - 

The preparation of consolidated financial statements 

requires the Company’s management to make estimates and 
assumptions that affect the reported amounts of assets and 
liabilities shown on the balance sheet and contingencies 
mentioned at the date of the consolidated financial statements, 
and the amounts of revenues and expenses shown on the 
consolidated earnings statement during the reporting period. 
Actual results could differ from those estimates. 


Fair value of short-term financial instruments , 
The fair value of cash, settlements receivable, other 
accounts receivable and accounts payable and accrued 
liabilities is equivalent to the carrying amount given the 


short maturity period. 


Post retirement benefits 
The cost of post retirement benefits was accounted for under. 


the cashbasis of accounting. During the year, the Company . 


changed its accounting method to the accrual method. 
The adoption of this method had no significant impact on 
the earnings for the year. 


Cash 

Cash includes short-term investments in money market 
instruments with an original term of less than three months 
which are carried at the lower of cost and quoted market 
value. The Company limits its concentrations of credit risk 

by diversifying its investments with a certain number of major 
financial institutions that meet its credit quality standards. 


Interest rates for temporary investments vary between 4. 197% 


and 5.40% (4.88% and 6.75% in 1997.) 


Income recognition and Sy Ane receivable © 
The Company recognizes income from metals when they have - 


- been extracted and processed at the on-site mill facilities. 


Settlements receivable include gold, ferroniobium and metal ' 
concentrates and are recorded at estimated net realizable 


value. Estimated net realizable value is based upon either, 
‘contracted or current prices, less a provision for possible ° 


adverse fluctuations in metal prices, where.appropriate. 


Supplies inventory valuation 


‘The supplies inventory is valued at the lower of average cost 


and replacement cost. 


Property, plant and equipment 
Property, plant and equipment are Rdosimied for at cost. The 
depreciation, depletion and amortization of mining properties, 


development expenses and buildings and equipment related 


to mines are principally based on the units of production 
method over the estimated economic life of the related 
deposit. Otherwise, if the anticipated useful life of the assets 
is less than the life of the deposit, depreciation is based on 
their anticipated useful life. : 
Other property, plant and equipment are depreciated 
under the straight-line method according to their anticipated 
useful lives. 
The Company periodically values the carrying amount 
of the property, plant and equipment based on the future 
cash flows method. Estimated future net cash flows, on an 
undiscounted basis, from-each mine and mining project 


are calculated using estimated recoverable ounces of gold 


(considering reserves and resources); estimated future gold - 
price realization (considering historical and current prices, 

price trends and related factors); and operating, capital and 
restoration costs. If it is determined that the net recoverable 
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2-ACCOUNTING POLICIES (continuep) 
Property, plant.and equipment (CONTINUED) 


amount of the property, plant and equipment is less than the 
carrying value and the impairment in value is permanent, 

a write-down to the net recoverable amount is made with a 
‘corresponding charge to earnings. Management’ s estimates 

of future cash flows are subject to risks and uncertainties. 
Therefore, it is reasonably possible that changes could occur 
which may affect the ele of the Company’s Property 
plant and equipment. 

Mining costs associated with waste rock removal are 
deferred in the case of an open pit mine if the waste rock 
removal ratio is higher than the estimated average ratio for 
~ .the mine; these costs are amortized in the poe during 
which the removal ratio is lower. 

When appropriate, construction in progress includes 
interest and financing costs on funds borrowed. These costs 
are capitalized.until the end of the construction period. Upon 
commencement of commercial production on the deposit in — 
question, capitalized construction costs are transferred to the 
~ various categories of property, plant and equipment. 
| Exploration expenses incurred to the date of establishing 
that a property has mineral resources which have the potential 
of being economically recoverable are charged to earnings; 
exploration and development expenses incurred subsequent 
to this date are allocated to fixed assets under mining projects. 


Provision for environmental obligations 
Ongoing site restoration costs are charged'to expenses in the 
period they are incurred. Closure costs including reclamation 
and site restoration are estimated and charged to earnings 
over the expected operating lives of the mines. 
Based on current environmental regulations and know 


reclamation requirements, management has included its best 


estimates of these obligations in its provision for environmental 
obligations. However, it is reasonably possible that the Company’s 
estimates of its ultimate environmental obligations could 
change as a result of changes in regulations or cost estimates. 


Mining duties and deferred income taxes 
Income taxes and mining duties are accounted for on a tax 


allocation basis. 


Gold loans and other hedging instruments 

The Company enters into hedging transactions in order to 
protect itself against the impact of falling gold and other metals 
prices. These hedging transactions, which include gold loans, 
spot deferred, forward sales and option contracts provide a 
minimum price for future production. 


50 


Initially, a.gold loan is Glagsined as debt at the price 


“realized from the sale-of the borrowed gold. Subsequently, a 


gold loan is carried at the value based on the market price of 
gold prevailing at each balance sheet date. When a gold loan 


is used as part, of the Company’s hedging program, the _ 


unrealized gain or loss resulting from the “marked to market” 
adjustment is recorded as deferred revenue or as deferred 
charge, as appropriate. As the Company delivers gold from | _ 


. production to repay the loan, gold sales are recorded at the 


initial price realized, reducing the debt and the deferred 
revenue or deferred chargé balances accordingly. 

When a gold loan is converted into a dollar loan, the gain 
or loss realized is recorded as deferred gain or as deferred 
charge. This deferred gain or charge is included in earnings 
and cash flow from operations as the production initially 
designated as a hedge would be sold. 

Proceeds from spot deferred, forward sales and option 
contracts are recognized in revenue at the contracted price 
at the time the designated metals production is available. - 
The Company also enters into foreign exchange contracts — 
whereby it commits itself to deliver US currency in exchange , 
for Canadian dollars. Because most of the Company’ s revenues 
are derived in US funds and expenditures incurred by the 
Company for its Canadian operations are denominated in 


- Canadian dollars, the Company enters into such contracts to 


protect itself in the event of a strengthening Canadian 
currency. Proceeds from these contracts are recognized in 
révenue from mining operations at. maturity. 


_ Foreign currency translation . 


Assets and liabilities of Canadian mining activities are 
translated into US dollars at the exchange rate in effect at 

the balance sheet date. The functional currency of Canadian 
mining activities is the Canadian dollar. Translation adjustments 
arising from changes in exchange rates are deferred and 


shown as a separate component of shareholders’ equity. 


Other monetary assets and liabilities in foreign currencies : 
are translated at the exchange rate in effect at the balance. 
sheet date, whereas other non-monetary assets and liabilities 
in foreign currencies are translated at the exchange rate in 
effect at the transaction date. 

Revenues and expenses in foreign currencies are 
translated at the average rate in effect during the year, with” 
the exception of depreciation, depletion and amortization 
which are translated at the historical rate. Gains and losses 


are recorded in.earnings for the year.’ 


Exchange gains and losses related to long-term debt are 
amortized over the period of the scheduled reimbursements. 


_ 3-BUSINESS ACQUISITIONS | Pachon S.A. Minera (Packon) 


Doyon Mine In. 1996, the Company paid an amount of $1,546,000 to 
Effective January 1, 1998, the Company ‘ten Wgead the ©: - ~ complete the acquisition of its 50% interest in the outstanding 
residual 50% interest in the Doyon mine. The net assets shares of Pachon S.A. Minera, which owns a 100% interest in 
acquired are as follows: the Pachon- copper project, located in Argentina. 
eee ; 
" Net assets acquired @ a _ 4-INVESTMENTS 
- Property, plant and equipment : 107,065 , 1998 1997 
Decrease in value of the Vézina mill after : 
a eens ga Se $ $ 
_ the planned transfer of production milling . : AE 
from the Mouska mine to the Doyon mill ; (7,075) Atequity value: ~ 
Provision for environmental obligations : _ (1,135) "3 __. Cambiex Exploration Inc. (“Cambiex”)” 1,100 1,571 


‘Acquisition cost : : 98,855 At cost: 
q Shares, loans and convertible debentures 


‘Consideration ; : , : of public mining exploration companies” 4,253 Me PALTZ 
- Cash and purchase price balawes 95,000. ; j : ; : Te RETEST at? oe 
Transfer of an exploration property , , 4,232 - - ; 5,353 5, 743 
~ Cash for net working capital Lae) 
ie, ie are 5 ©The aie owns 8,600 9,000 common shares (30.59%) of *- 
| las AIR yam this company subject to significant influence. The Company’s 
~ The $50,000,000 cash portion paid on closing of the: . share of Cambiex ‘earnings amounts to a loss of $471,000 in 
transaction was provided by a public issue of - 1998 (gains of $354,000 in 1997 and $241,000 in 1996). 
10;200,000 common shares at a price of Cdn $7.50 ($5.17) The market value is.$1,290,000 as at December 31, 1998 
per share. A sum of $25,000,000 was paid on June 30 and __ ($1,503,000 as at December 31, 1997). 


the balance. of $20,000,000 was paid on December 31, 1998. 


Sp otek : ® The fair value i is $4,245,000 ($3,825, 000 i in 1997}:1 Fair value 
This acquisition has been accounted for by the purchase 


represents the last quoted market price for the shares and 


d. Its of ti f the purchased joint 
ee reo a pee vig the debentures convertible into shares as well as the carrying 


venture are included in the consolidated statement of 
amount of the loans. 


earnings from the date of acquisition. 


5 -PROPERTY, PLANT AND EQUIPMENT 


1998 1997 


Accumulated : 3 Aeceinated 
depreciation, depreciation, 
depletion and hee depletion and 
Cost amortization . Net - ; Cost. ~ amortization Net 
$ $ $ ; $ $ $ 
Mining properties __ 62,319 ~ 24,665 37,654 . 67,661 - 33,286 34,375 
Development expenses : ‘ 318,633 93,823 224,810 260,906 86,917 173,989 
Land, buildings and equipment 3 i ee ” eat. : 
relating to mines ; 414,112 — 147,760 *266,352 BIT AGT o>". 124,995 252,172 
Other 16,750 ; 5,284 11,466 ; 13,071 4,605 8,466 
: . 811,814 271,532 940,282 - 718,805 249,803 469,002 
Mining projects f ' 186,645 — 186,645 : 178,672 - : — 178,672 
: 998,459 271,532 -- 126,927 897,477 249,803 : 647,674 
Write-down of mining assets an , : 

_ »In 1998, in conjunction with its periodic evaluation of the An income taxes and mining duties recovery of $2,007,000: 
carrying value of its property, plant and equipment, the ‘is reflected in earnings to account for the impact of this 
Company determined that certain assets would have to be write-down. After income taxes and mining duties, the — __ 
written down. This write-down was as follows: ve write-down is therefore $22,488,000 ($0.32/share) for the 

: 1998 ~ year ended December 31, 1998, thus reducing net earnings 
$ ‘from $11,032,000 ($0. iene) to anet loss of $11,456,000 
Mining project — ; 13,914 - - ($0. 16/share). 
Investments : A 6,110 
Equipment relating to mines and other assets ar 4,471 
24,495 
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5 - PROPERTY, PLANT AND EQUIPMENT (continurn) 


Capitalized interest 
Interest capitalized to property, plant and equipment in 1998 
totals $468,000 ($64,000 in 1997). 


6 -LONG-TERM DEBT 


Credit facility? 
_ —Gold loan at gold base rate plus 0.75% 
(3.70% as at December 31, 1997) 
— Dollar loan at the LIBOR rate plus 0.75% 
(6.02% as at December 31, 1998 and 
6.60% as at December,31, 1997) + 


Obligations under capital lease, in funds, bearing interest 
at rates varying from 5.68% to 9.50%, payable in monthly 
and quarterly instalments until July 1, 2009 

Reimbursable government assistance, discounted at a rate of 8%, 
payable in 2002 : 


Current portion 


Commitments . 

In order to acquire its rights to certain mining projects, the 
Company must invest a total of $12,120,000 during the 
coming years. 


Current portion 1998 ' 1997 
$ $ ie $ 

a or 25,076 .. 
Sige 164,000. . . 112,889 

oe - 164,000 137,965 - 
572 1,997 2,595 
Bee AES 470 837 
166,467 141,397 

yo ee, ae 572° 15,669" 
165,895 125,728 


In 1995, the Company entered into a Credit Facility 

~ Agreement with a banking syndicate for up ‘to the lesser of © 
600,000 ounces of gold and $225,000,000. Advances under - 
the Credit Facility may be denominated interchangeably at 

- the Company’s option as gold loans, dollar cae loans or 
dollar Base Rate loans. 


The credit facility consists of: 


— a $75,000,000 Credit which is repayable in sixteen’ 9) 
consecutive quarterly payments maturing on 
December 31, 2001, and; 

—a $150,000,000 Revolving Credit with a | revolving period — 
ending December 31, 1998 followed by a three-year 
quarterly reduction period while respecting the limits 
allowed, maturing on December 31, 2001. The revolving 
périod may be extended by one year upon mutual agreement 

‘between the Company and the banking-syndicate, bringing 
the maturity date to December 31, 2002. 


-® On July 28, 1998, the Company:signed a new agreement with 
a banking syndicate for a credit facility of 750,000 ounces of 
gold or $250,000,000. Advances under the credit facility. can 
_ be denominated at the Company’s option as gold loans, dollar 
_ loans or dollar Base Rate loans. 


This new facility consists of a $250,000,000 Reuse 
Credit amortized over a five-year period with seven semi-annual 
reductions beginning on June 30, 2000 and ending on : 
June 30, 2003. The reduction term of the Credit Facility may 
be extended by one year at each anniversary upon mutual 


" agreement between the Company and the. banking syndicate. 


Amounts outstanding under the Credit Facility bear 
interest at the gold base rate for the gold loans and at the 
LIBOR fate for dollar loans, plus a premium determined 
quarterly on the basis of the Company's debt ratio. At 
December 31, 1998, the applicable premium was 0.75% and 
the usage rights on the unused portion of the Credit Facility 
was 0.25%. In addition, an amount of up to $86,000,000 


~ remains available in accordance with this facility. 


The loan is unsecured except for the eventual proceeds . | 
from a foreign investment insurance policy which the Company 
contracted with the Export Development Corporation CEDCY 
for its Omai mine located in Guyana. Under the terms of the 
policy, 90% of any loss resulting from the occurrence of . 
specified events of political risk in relation to the mine 
operations, including war, expropriation and currency transfer 


- restrictions would be covered by the EDC. The policy covers . 
‘the investment to a maximum of $100,000,000, The Company 
chas agreed to maintain various other covenants and financial 


ratios. At December 31, 1998, these other covenants and 
financial ratios were being met by the Company. 
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6:— LONG-TERM DEBT (continveD) 


© The credit facility used is divided as follows as at December 31: 


°1998. 1997 
Dees SeS is. 
Credit 
— Gold loan — — 
~ Dollar loan a 60,299 
Revolving credit 
— Gold loan (80,000 ounces as at 
December 31, 1997: — 25,076 
— Dollar loan 164,000 _ 52,590 
164,000 . 137,965 


_ In 1997, the Company converted its gold loans into dollar 
loans pursuant to the conversion clause provided in the. _ 
previous agreement and realized gains of $39,639,000 
representing the difference between the price of the forward 
purchase contracts in place to convert the gold loans and their 
carrying amount at the conversion date. Similarly, gains of 
$17,825,000 were realized in 1998. 

‘Since the gold loans are part of the Company’s gold 


production hedging program, these gains have been presented . ° 


on the balance sheet under deferred gain. An amount of - 


$13,028,000 was applied to earnings in 1998 ($6,880,000 in 


1997) and the balance of $37,556,000 will be included in _ 


earnings as s follows: 


: $ 
1999 17,840 
2000 14,057 * 
2001 5,059 


8 - CAPITAL STOCK 
Authorized 
Unlimited number of shares 


_ Voting common shares with a par value a Cdn $4 


The Company has chosen to record these amounts with the 
cash flow from operations on the same basis as earnings, 


_since the objective of the hedging i instruments is also to 


protect cash flows. 

The fair value of the Company’s long-term debt approximates - 
the carrying amount thereof as at December 31, 1998 and 
1997, based on the rates in effect offered to the Soeeaty. for 
debt securities with the same maturity dates. 

The minimum reimbursements on the long- -term debt for 
the coming years are as follows: 


Year of repayment gee : : $ 
1999 of2 
2000 366 
2001 34,136 
2002 60,591 
2003 70,121 
165,786 


Interest on long-term debt amounted to $7,853,000 i in 1998 
($9, 204,000 in 1997 and $6,129,000-in 1996). 


| 7- MINORITY INTERESTS 


Minority interests consist of common 1and pected shares 
held by Golden Star Resources Ltd. and the Government of. 
Guyana in the Omai Gold Mines Limited (“Omai”) subsidiary 


~and Cambiex’s share in the Yaou-Dorlin Project. 


Class I preferred shares, issuable in one or several series with rights, privileges, restrictions and conditions to be determined 


by the Board of Directors. 


1998 
Number 
of common ; 
shares Amount 
(000) $ 
Issued and fully paid 
Balance, beginning of year 60,156 , 176,270 
Issued pursuant to public offerings 10,200 © 28,120 . 
Issued in exchange for the acquisition of Or: 
an investment in shares 200 551 
Issued following the exercise of share purchase 
options granted to key employees ie * 20 
10,407 28,691 
. Balance, end of year 70,563" 204,961 


- 1996 


1997. . 
Number’ Number 
of common of common 
‘shares Amount shares Amount 
(000) $ ~ (000) $ 

60,138 _ 176,216 52,040 152,609 
— — 8,000 23,320 
18 54 98 287 
18 54. 8,098 23,607 

60,156 176,270 — 60,138 176,216 
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8 — CAPITAL STOCK (continusp) - 


Issuance of shares 

Common shares were issued for cash or shares and the 
difference between the amounts received and the par value 
of Cdn $4 per share was ‘credited to consolidated equated 
surplus. 

On February 29, 1996, the Company ne 8,000,000 
common shares at a price of Cdn $20.875 ($15.21) per share 
for net proceeds of Cdn $160,046,000 ($116,639,000) after 
underwriting fees and other expenses for an amount of 
Cdn $6,954,000 ($5,068,000). 

On February 3, 1998, the Company issued 10,200,000 
‘common shares at a price of Cdn $7.50 ($5.17) per share _ 
for net proceeds of Cdn $73,112,000 ($50,389,000) after 
underwriting fees and other expenses for an amount of 
Cdn $3,388,000 ($2,336,000). This public offering was used 
to pay the cash portion of the acquisition of the 50% interest 
~ in the Doyon mine not already owned by the Company. 


Common share purchase options / 
Under the Stock Options Plan for common shares for key 
employees of the Company and its subsidiaries, options can 
may be granted to selected eligible employees. Options expire 
seven years after the date of granting. One half of the options 


may be exercised at the second anniversary date of the 
granting and the balance after three years. However, — 


100,000 options exercisable after one year were issued in : 


1996. Options were granted at an exercise price equal to the 


- average quoted market price on the five days immediately 


preceding the date the options were granted. 

As at December 31, 1998, the Company had authorized 
the issuance of 5,500,000 common shares under the Plan 
(2,450,790 in 1997 and 1996). 

The following table sets out the activity in common share 
purchase options. 
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ra thousands) 1998 1997 1996. 
Outstanding at beginning of year - 1,985 1,460 1,014 
Granted - 1,102 EL 614 
Exercised at a weighted average — es 5 

price of Cdn $9.50 in 1998, — 

Cdn $15.69 in 1997 and : : 

Cdn $12.45 in 1996. Cie (18) (98) 

Cancelled or expired (94) - (29) — 
Outstanding at end of year 2,986 1,985: 1,460 
- Weighted average exercise 

price (in Cdn dollars) 14.53 17.10 25 
Options exercisable at end 

of year 673 209 


1,141... 


Information relating to the stock options outstanding as at December 31, 1998 is as follows: 


Exercise price 


(in Cdn dollars) Outstanding options Exercisable options 
Weighted average Weighted ‘average - Weighted average - 
‘Number remaining, exercisable price Number exercisable price 
(in thousands) contractual life (in Cdn dollars) (in thousands) (in Cdn dollars) 
-$ 7.38.10 $11.00 | 409 6.4 years 7160 a 7 ie ea 
$11.01 to $16.00 1,284 - 5.0 years 13.18 - 992. 15.22 
$16.01 to $19.81 1,293 4.6 years 18.01 342 | 18.54 
2,986 1141 16.75 


Shareholder Protection Rights Plan 

The Company has a Shareholder Protection Rights Plan 
that will expire on March 26, 2003 subject to confirmation 

by the shareholders at their annual general meeting in 2001. 
The primary objective of the Plan is to provide the Board 

of Directors with sufficient time to explore and develop 
alternatives for maximizing shareholder value if a takeover. 
bid is made for the Company and to provide every shareholder 
with an equal opportunity to participate in such bid. The Plan 
encourages a potential acquirer to proceed either by way of 

a permitted bid, which requires the takeover bid to satisfy 
certain minimum standards designed to promote fairness, 


or with the concurrence of the Board of- Directors. 
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14.53 


Since March 26, 1993, one right to purchase one common 


share was issued and attached to each common share 
‘outstanding and attaches to each common share subsequently 
issued. The issue of those rights is not initially dilutive. 


Upon a major transaction (flip-in event) occuring and the 
rights separating from the common shares, earnings per 
share on a fully diluted or undiluted basis may be affected. 
Holders of rights not exercising their rights upon the 
occurrence of a major transaction (flip-in event) may suffer 
substantial dilution. 


9- CUMULATIVE TRANSLATION ADJUSTMENT 
Since January 1, 1996, this account reflects the difference 


in the net assets of Canadian mining activities valued at the 


US exchange rate in effect at the balance sheet dates 


comparatively with the US exchange rate ‘in effect as.at ” 


- January 1, 1996 or at the acquisition dates. 
The changes in this account are as follows: 


1998 1997 
$ i$ 

Cumulative unrealized gain (loss), 

beginning of year (13,440) (874) 

- Write-off of cumulative 

translation adjustment as 

at December 31, 1995 after 

adoption of the US dollar 

as reporting currency ay es — 
Unrealized loss for the year 

on translation of net assets (24,640) (12,566) 
Cumulative unrealized loss, 

end of year (38,080) (13,440) 


- 10-INCOME TAXES AND MINING DUTIES 


The provisions for income taxes and mining duties are . 


as follows: 


1998. 1997 
$ $ 
Income taxes 
Current 
Tax on large corporations 
in Canada bere aw 632 
Foreign = 4 
Deferred . 
Canada. _ 2,624 2,398. 
Foreign ; 1,781 2,944 _ 
| 5,282 5,978 
Mining duties — Canada 
Current ? 292 aweelo 
Deferred (591) (196) 
(299) - 140 
4,983 *) 6,118: 


(2,305): 


(874) 


(874) 


1996 


228 


- (251) 


(23) 


2,77 


The provision for income taxes and mining duties differs from 


the amount that would have resulted by applying Canadian 


federal and provincial statutory income tax rates (38.3% in 
1998 and 1997 and 38.0% in 1996) to earnings as described 


below: 


55 


1998 - 1907 1996 


$ $ $ 
Income taxes (Income tax benefit) 
at combined Canadian statutory ee 
rate (federal and provincial) (1,788) 6,272 2,996 2 
Increase (Decrease) resulting from: 
"Resource allowance. : 
and earned depletion (2,839) (2,042) (2,402) 
Unrecognized tax benefit 2,196 oo — 
Realization of unrecorded 
tax benefit (730) - (2,185) “ (1,595) 
Losses of foreign subsidiaries 
whose-tax benefit was 3 
not recognized on 7,502 SADR oe 3,300 
Earnings of foreign subsidiaries a 
subject to different tax rates (829) (1,173) (1,017) 
Non-deductible items Mas 
and other a 893... + 393 " 674 
ee ; 4,405 — 5,346 1,956 
Tax on large corporations 877 632 ; 837 
Mining duties ‘ (299) 140 (23) 
4,983 6,118 2,770 


The source of timing differences and their income taxes and 


mining duties provision effect is as follows: 


1998 1997 1996 
a § : 
Depreciation, depletion and 
“amortization - » 5,916 16,842 2,359 
Deferred gain °(1,746)  -. (11,132) — 
Mine closure, reclamation and : 
other provisions (1,106) (368) (972) 
Loss carry-over 244. Be ad = 
Exchange loss . 506 = — 
Other eke 591 —- 560 
Deferred income taxes 4,405 ose 1,947 
Deferred mining duties (591) (196) (251) 
3,814 5,146 1,696: 


The Company has losses for tax purposes, a portion of which 
has not been recorded as a tax benefit in the consolidated 
financial statements. As at December 31, 1998, the 
Company’s Canadian and foreign subsidiaries had prior 
-years’ non-capital losses available amounting to $6,000,000 
and $115,000,000 respectively. These losses may be used 
in future years to offset income taxes payable that may be 
generated by the operations and are available for various 
periods of up to 20 years. ~ 


11 - COMMITMENTS AND CONTINGENCIES 
Gold sales 

In addition to the gold loans outlined in Note 6, the 
Company’ s gold production hedging program is as follows 
as at December ae, 1998: 


(Sales volumes i in thousands 


of ounces of gold and 


average prices.in $/ounce) 1999 2000 ~——2001 2002 

Forward sales 

Spot deferred 5 — — — 
Average price” : 338 oS — — 

Sale/Purchase of options 

Call options sold 2,889 750 Horne. 388 
Average price “” 329 358 364. «386. 

Put options purchased — ; 628 168 —., — 
Average price 330 314 a — 


© Spot deferred forward sales contracts have a delivery date that 


may be deferred and their value in increases based on time and 


interest rates. 


“Options may be converted to spot deferred contracts. The _ 
option may expire prior to the intended delivery date. The 
“Company allocates options to the period in which delivery. 
“ig intended. 


Base metals sales 

There is a credit risk concentration with respect to sales of 
base metals as a large portion of such sales are made to one 
major company. The amount receivable from this company is 


included under Settlements receivable and totals $6,782,000 . 


($9,831,000 in 1997). 


Foreign exchange contracts 
The Company is committed through foreign exchange 
contracts to deliver US currency as follows: ” 


Average 
Amount © ~~ exchange rate 
($) (in Cdn $) 
Fixed 
1999 f _. 248,000 1.4437. 05 
2000 — : "114,000 oa 1.4830 
362,000 ; p45 
Spot deferred" . 
1999 103,903 - 1.4591 
TOTAL: © Ait LAGS OR 1.4567 
Fair value (in thousands of US dollars) j 432,403 


Spot deferred foreign exchange contracts have a delivery date 
_ that may be deferred and their value varies based on time and 
interest rates. 


Risk of counterparties 

Realization of the Company’s hedging program is dope 
upon the ability of the counterparties to respect the terms of 
the contracts and upon the maintenance of a liquid market.” 
The Company limits its risk by diversifying its transactions 
witha certain number of major financial institutions that meet’ 
its credit quality-standards. 


Royalties 

Production from some mining properties is subject to royalties. 
based on various methods of calculation. The largest royalty _ 
payment is for 5% of the Omai mine’s production. . 

In addition, i in relation with the purchase of 50% interest 
in the Doyon mine, the Company allowed to the seller a right 
to share in the mine’s future revenues equivalent to 24.75% 
of any excess of the average market price for a troy ounce 
over $375, multiplied by the number of ounces of gold 
produced by the Doyon mine during the year in question. 
This right relates to maximum cumulative production of 
2,600,000 ounces of gold beginning on January 1, 1998, 
subject-to a maximum cumulative payment to the seller . 


of $30,000,000. 


~ Pension plans 


The Company conizibates 1 to defined contribution and defined 


~ benefit pension plans that are partially funded on the basis of 


actuarial valuations. These plans cover employees in Canada, 
the United States and Guyana and expatriate employees. The ~ 
latest actuarial valuation was performed as at January 1, 1998. - 
The financial position of the defined benefit pension plas as 
at December 31 is as follows: — 


(1998 1997 
$ $ 
Present value of accrued pension benefits ~_ 5,052 4,511 
Market value of available net assets and 
book value provision for benefit payout” 4,888 4,412“ 


The total pension expense, including the expense related ° 
to the defined contribution pension plans, amounted to - 
$1,765,000 in 1998 ($1,531,000 in 1997 and $1,530,000 
in 1996). 


11 - COMMITMENTS AND. CONTINGENCIES ; 
(CONTINUED) 


Claims 
The Company and one of its subsidiaries are defendants in 
various civil proceedings in Guyana stemming from a tailings 
dam failure at the Omai mine, in. Guyana in 1995. In most 
instances, the amount of damages sought yet to be specified 
by the plaintiffs. Insurance coyerage remains available to both © 
companies in relation. to a substantial portion of these claims, 
and any additional amounts that would be payable by the. 
Company or its subsidiary or both are-not expected to be 
material. 

In addition, the Company is subject to various claims, — 
legal procedings and complaints arising in the normal course 
of business. The Company is also subject to new income tax 

_ and mining duty assessments for some years. The Company 
does not believe that unfavorable decisions in any. pending 
procedures or the thréat of procedures related to any future - 
assessment or any amount it might be required to pay will 
have a negative impact on its future financial position or. 
operating results. ue 


Uncertainty due to the Year 2000 Issue 

The Year 2000 Issue arises because many computerized * ° 
systems use two digits rather than four to identify a year. 
Date sensitive systems may recognize the year 2000 as 1900 
or some other date, resulting in errors when information using 
year 2000 dates is processed. In addition, similar problems 

_ may arise in some systems which use certain dates in 1999 
to represent something other than a date. The effects of the 
Year 2000 Issue may be experienced before, on,.or after 
January 1, 2000, and, if not addressed, the impact on 
operations and financial reporting may range from minor 
errors to significant systems failure which could affect an 
entity's ability to conduct normal business operations. 
Nonetheless, in order to mitigate these risks, the Company 


has undertaken an assessment of the possible reperéussions of. 


the Year 2000 Issue and the development and irplementation 
of an action plan. It is not possible to be certain that all 
aspects of the Year 2000 Issue affecting the entity, including _ 
those related to the efforts of customers, suppliers, or other 
third parties, will be fully resolved. 
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12 - JOINT VENTURES 


The following accounts represent the Company’s proportionate 


interest in the following joint ventures: Doyon Mine (50% in 


1997 and 1996), Niobec Mine (50%), Sleeping Giant Mine 
(50%), Silidor Mine (45% in 1997. and 120) 3 and Pachon 
Project (50%). 


1998: 1997 1996 


oo Bos : ¢. 
~ Current assets . 6,393 9,218 9,413 
Property, plant and equipment =‘ 35,028 95,776 * 89,774 
- Current liabilities (1,776) (5,669) * (6,129) 
39,645 99,325 93,058 
Revenues 29,161" 63,742 79,658 
Expenses | (19,334) (53.786) (60,101) 
Net earnings 9,827 9,956 19,557 
Cash provided by (used in) . : 
Operating activities: 11,050 17,279 31,188 
Financing activities . _— Se —' 
Investment activities “ (4,591) (16,514) 


(13,406) ° 


: 13 — SEGMENTED INFORMATION 


A) Essentially all of Cambior’s opérations are within the 
mining industry. On January 1, 1998, the Company 
adopted the presentation of its internal financial 
information according to the following sectors of activity: 
Canadian Shield (Canada) and the Guyana Shield (French 
Guiana, Guyana and Surinam). The other sectors-group the 
Northern Cordillera (United States and Mexico), the Andes 
(Argentina, Chile, Ecuador and Peru) and the Corporate 

_ which includes all other activities. Each sector is managed 
" by a different management team. Figures for 1997 and 
1996 have been restated as appropriate. 

In addition,.as supplementary information, metal 
production is divided into two main categories: gold _ 
(including silver converted into a gold equivalent) and 
base metals (zine, copper and ferroniobium). Where 

- polymetallic mines are concerned revenues, mine 
operating costs and property, plant and equipment are 
‘calculated.in proportion to NSR revenues. — 


13 ~ SEGMENTED INFORMATION (CONTINUED) 


B). Segmented information by sector of activity is as follows: 


1997, 


Total assets") 


369,926 243,201 195,761 808,888 


1997 


1998 1996 
$ $ $ 
(i) Write-down of mining assets 
for the other sectors i 
Northern-Cordillera 13,914 — a 
Corporate 6,110 — _ 
20,024. pe = 
(ii) Cash used in investment 
activities for the other 
sectors ’ 
Northern Cordillera 12,958 16,301 11,723 
Andes 6,746 21,312 20,983 - 
Corporate 4,645 6,014 2,884 
2 24,349 43,627 35,590 


293,897 251,968 218,927 764,792 


1998 1996 - 
Canadian © Guyana Other Canadian Guyana » Other Canadian’- Guyana Other 
Shield Shield Sectors Total Shield ~ Shield Sectors Total Shield Shield ~ “Sectors: Total 
$ $ $ $ $ $ $ $ $ $ $ $ 
Revenues © : ; 
Mining operations 206,168 135,295 — 341,463 © 173,141. 145,039 1,039 319,219 199,055 107,136. 439 306,630 
Investments 60 ol 2,019 2,130 72 48 5,027 5,147 1,520 63 4,911 6,494 
206,228 135,346 2,019 343,593 173,213. 145,087 6,066 324,366 200,575 107,199 5,350 313,124 
Expenses : : ‘ : [ 
Mining operations and other 154,660 84,502 7,805 246,967 134,941. 89,847 8,800 233,588 155,284 70,398 6,916 232,598 
Depreciation, depletion Senteh ; ‘ 3 
and amortization 33,036 29,663 492 63,191 20,355. 29,662 426° 50,443 34,517 19,540 365 , 54,422 
Exploration 1,099 830 6,019 7,948 1,186 798 . 10,848 12,832 1,607 148 8,036 9,791 
Gain on disposal of an 3 ; 
exploration property (4,232) - = eee oe : = —. — _ — 
Financial expenses : — 12,849 (2,953). 9,896 . 197 ~—- 15,601 (4,683) = 11,115 782 ° 13,130 — (5,481) 8,431 
Write-down of mining assets” - 2,672 1,799. 20,024 24,495 ~- -- — — — — — — 
. Income taxes and mining : < Me 2 
duties - 3,959 1,781 (757) 4,983 2,932 2,943 643 6,118 1,952 561 257 2,770 
Minority interests — 1,801 _ 1,801 —_ 3,200 — 3,200 — 486 — 486 
191,194 133,225 30,630 355,049 159,211 142,051 16,034 317,296 194,142 104,263. 10,093. 308,498 
Net earnings (loss) 15,034 2,121 (28,611) (11,456) 14,002 . 3,036 (9,968) 7,070 ° 6,433 _ 2,936 (4,743) 4,626 
Non-cash items 
Depreciation, depletion ; er ; a) : 
and amortization 33,036. 29,663 492. 63,191 20,355 29,662 426 50,443 34,517 19,540 365 54,422 
Write-down of mining assets. 2,672 1,544" 19,779 23,995 i — — a = 
Income tax benefit, : 
deferred income taxes and sath 
deferred mining duties 3,983 1,781 (1,500) 3,864 2,368 2,943 (87) 5,224 LAI 561 (576) —- 1,696 
Minority interests = 1,801 _ 1,801 | — 3,200. — 3,200 — ‘486 — 486 
Other 2,035 225 528 2,788 1,423 — 968 2,391 2,177 — (1) °= 2116 
Cash flow from (used in) . : ss ; ; ce § 
operations 56,360 37,135 (9,312) 84,183 38,148 38,841 ° (8.661) 68,328 44,838 23,523 (5,015) 63,346" 
Cash used in _ sf 2 ’ ; : ; 
investment activities” 139,551 24,235 . 24,349 188,135 34,596 23,388 43,627 101,611 39,785 39,028 39,590 114,403 
Property, plant and : 
equipment" 348,542 215,861. 162,524 726,927 267,473. 224,377 155,824 647,674 265,815 - 230,823 117,388 614,026 


294,132 265,069 243,210 802,411 


1998 1996 
$ - $ $ 
(iii) Property, plant and equipment 
for the other sectors : : : 
Northern Cordillera 75,731 76,563 61,734 
Andes. 81,966 75,219 53,885 
Corporate 4,827 4,042. . 1,769 
162,524. : 155,824 117,388 
(iv) Total assets for the 
other sectors : 
Northern Cordillera 81,902 106,594. 105,329 
Andes 82,043 75,248 55,146 
Corporate 31,816 37,085 82,735 
: 195,761 218,927 243,210 


13 -SEGMENTED INFORMATION (CONTINUED) 


C) Supplementary information by metal category is as follows: 


1998 "1997 1996 
Base ‘Base Base 7 
Gold Metals_~—-Total Gold Metals ‘Total Gold Metals ~~ ‘Total 
$ $ $ § § : seins $ 
Gross revenues 250,942 92,651 343,593 227,039 - 97,327 324,366 218,020 95,104 | 313,124 
~ Less: smelting, refining and transportation : 2,226 43,466 45,692 2,011  ..46,230 48,601 2,340 46,873 49,213 
Net revenues ; 248,716 49,185 297,901 224,668 91,097 275,765 215,680 . 48,231 263,911 
J  (%) 83 17 100 “581 19 100 82 18 100 
Mining operations an ; 151,852 35,836 187,688 137,329 32,640 169,969 134,289 37,642 171,931 
Mine cash flow 96,864 ' 13,349 11 0,213- 87,339: ~ 18,457 105,796 81,391 10,589 91,980 
Other expenses net of non-cash items 23,506 2,524 26,030 34,044 . 3,424 37,468 PAS) Dare 3,907 28,634 
* Cash flow-from operations é 73,358 10,825 84,183 53,295 15,033 68,328 56,264 7,082 . 63,346 
Per share ¢) 1.05 0.16 1.21 0.89 0.25 1.14 0.96 - 0.12 1.08 
‘ (%) 87 13 100 78 22 100 89: 1] 100. 
Property, plant and equipment . ; . 
Productive-assets and others 393,424 146;858 540,282 310,122 . 158,880 469,002 324,867 155,181 480,048 
Projects P F . 52,056 134,589 186,645 47,356 — 131,316 178,672 33,025 100,953 133,978 
445,480 281,447 726,927 357,478. 290,196 647,674 357,892 — 256,134 614,026 


(%) 6Y (er 485 


14 - GENERALLY ACCEPTED ACCOUNTING 
PRINCIPLES IN CANADA AND : 
THE UNITED STATES aes 


The consolidated financial statements have been prepared 

in accordance with generally accepted accounting principles 
(“GAAP”) in Canada, which differ in certain material respects 
from those principles that the Company would have followed, 
had its consolidated financial statements been prepared in 
accordance with GAAP inthe United States. The major 
adjustments to comply with GAAP in the United States 

would be as follows: 


‘100 
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A. CONSOLIDATED FINANCIAL STATEMENTS 


Consolidated statement of earnings 


_ Net earnings (loss) as per 


-GAAP-in Canada 


} Write-down of the carrying 
\ 


amount of an asset arising 


from an acquisition” 


° 1998 


(11,456): 


SS (7,075) 


‘Variation in the determinatior of 


Unrealized gains (losses) on 


Net earnings (loss) as per 


GAAP in the United States 


Earnings (loss) per share as per 
GAAP in the United States 


O 


forward exchange contracts” \ 


\ 


7,070 


£13942) 
income taxes for the year” 1 \CQ\ 1,605 =@ae (2,185) 
P ee 2335 (N10 


(29,914) 


(11,916) 


(46,840) — (7,031) 


(0.67) 


(0.12) 


0.21 


The result from the computation of the fully diluted earnings 


" (loss) per share is the same as that of the earnings (loss) 


per share. 
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14 — GENERALLY ACCEPTED ACCOUNTING 
PRINCIPLES IN CANADA AND 
THE UNITED STATES continuEp) 


A. CONSOLIDATED FINAN CIAL STATEMENTS — 
(CONTINUED) 


Consolidated balance sheets 


’ December 31, 
1998 1997 ~ 
$ _$ 
Long-term investments “’ 25,499 25,012 
Property, plant and equipment “ 699,698 628,058 
Income tax benefit ® 2,215 6,258 
‘ Accounts payable and accrued ; 
liabilities 69,053 39,932 
Deferred income taxes and ‘ 
deferred mining duties” : 8,440 —. 
Capital stock © (, 2. . TOys1, 791 164,548 
Contributed surplus 1), 6% 373,168 347,539 
Retained earnings il asyrss D) 5,732 - 56,092 
Changes in market value of investments (8) . (347) | 
Cumulative translation adjustment 2, 52457,593) (82,953) 


) 


- $1 5090 


Write-down of carrying amount 
In the distribution of the purchase price of the balance of the 


Doyon mine, the- Company has included a write- down of the = 


book value of the Vézina mill after the planned transfer of 


the milling of Mouska mine production to the Doyon mill to. 


improve the efficiency of the operation. 
Under GAAP in the United States, the write-down of. 


assets of the purchaser following a purchase must be included . 


in earnings for the year. 


Deferred income taxes and deferred mining duties — 
Under GAAP in the United States, deferred tax assets. and. 
liabilities are recognized based on differences between the 
financial statemént carrying amounts of the assets and. 
liabilities and their respective tax basis using tax rates in 
effect. The 1998 amount also includes income taxes on the 


write-down. 


Gains (Losses) on forward exchange contracts 

Gains and losses arising on forward exchange contracts are 
included in earnings only at maturity. Under GAAP in the 
United States, unrealized gains and losses must be included, . 
except in some cases, in earnings as recognized. During the 


_ year, the Company restated retroactively the numbers to 


comply with the standards. 


TES S13 040 
oan 45.4959 7 
Se ae anette 
Ge \e ees 
32, PA ha a ee 
9235: 


{{o 


> December 31, 


“ Earnings per share 


During. 1997, the method of computing net earnings per share 

according to GAAP in the United States was changed to now 
_be closer to GAAP in Canada. Diluted earnings per share 

is calculated based on the assumption that proceeds from 

exercising options and warrants were used at the beginning 
‘of the year to acquire common shares of the Company at the 
_average market price. 

Under GAAP in Canada, earnings per eure are celeuaien 

using the weighted average number of shares outstanding 
during the year. Diluted earnings per share assumes that the. 

outstanding warrants at the end of the year had been exercised 

at the beginning of the year. 


fe) Ticorparated joint ventures 


The Company’s investment in Pachon’S.A. Minera hind been 
proportionately consolidated for under GAAP in Canada. 

Incorporated joint ventures must be accounted for by the © 
equity method under GAAP in the United States. 


” Share issue expenses 
Share issue expenses are shown as.a iedienon from retained 
earnings as provided under GAAP in Canada. Under GAAP 


in the United States, these expenses must be shown as a- 


reduction from capital stock. 


® Change of reporting currency 


The Company adopted the US doilar as its reporting currency 
effective January 1, 1996. Under GAAP in the United States, 
prior years’ financial statements must be translated by the 
current rate method using the year-end rate or the rate in 
-effect at the transaction dates, as appropriate. This translation 
approach has been applied retroactively for 1986.to 1995 and 
the resulting changes affect all items on tie consolidated 
balance sheets. 


” Consolidated statement of changes in cash resources 


‘The Company’s consolidated statement of changes in cash 
resources includes assets acquired in exchange for shares. 
Under GAAP. in the United States these assets would be 
excluded from business acquisition costs and the capital 
stock would be reduced accordingly. These elements should 
therefore be reduced by an amount of $551,000 in 1998. 

Other information required under GAAP in the 
United States: 


1998 ‘1997 1996 

$ $ $ 
Interest paid ” 7,986 9,380 5,804 
Income taxes paid 658 689 858 


148 GENERALLY ACCEPTED ACCOUNTING 
PRINCIPLES IN CANADA AND 
THE pli STATES ( (CONTINUED) 


B. CONSOLIDATED COMPREHENSIVE INCOME 
The statement of consolidated comprehensive it income 
is as follows: 


“1998 1996 
& -$ $ 
Net earnings (loss) as per ‘ ; 
GAAP in the United States (46,840) (7,031) 12,107 
Other comprehensive income ; 
Cumulative translation adjustment . (24,640) (12,566). (874) 
- Unrealized gain (loss) on . 
investments “339 (559) 4:79 
Consolidated comprehensive income (71 ,141) (20,156) 11,712 


Changes in items of the other comprehensive income are 


-.as follows: . 
Balance at — Changes Balance 
beginning _—_during year atend |, 
$ at $ 
1998. 
Cumulative translation adjustment 982:953) (24,640). _ (57,593) ‘ 
Unrealized gain (loss) on investments (347) 339 (Bie * 
Other cumulative comprehensive. — Ses 
income _ (33,300) - - (24,301) (57,601) 
1997 ’ ; 
Cumulative translation adjustment (20,387) (12,566) (32,953) 
Unrealized gain (loss) on investments 212 (559) . (347) 
Other cumulative comprehensive z ' 
income (20,175) (13,125) (33,300) 
1996 : 
Cumulative translation adjustment (19,513) (874) (20,387) 
Unrealized gain (loss) on investments : (267) 479 papa 
'. Other cumulative comprehensive: } Fike 
income | (19,780) (395) (20,175) 


No income taxes are applicable to items constituting other 
comprehensive income. 


ér' 


-€, ACCOUNTING FOR COMPENSATION PROGRAMS 


The Company has chosen to continue to measure 
compensation costs related to awards of stock options using 


_the intrinsi¢ value based method of accounting. Under GAAP 


in the United States, the Company is also required to make 
pro forma disclosures of net earnings, earnings per share and 


diluted earnings per share:as if the fair value based method 


of accounting had been applied. The fair value of options 
granted was estimated.using the Black-Scholes option- pricing 
model, taking into account an expected life of 5 years, a 


semi-annual risk- -free interest rate of 5.22% in. 1998 (6.06% - 


in 1997 and 7.23% in 1996) anda volatility of 43% in 1998 
(35% in 1997 and 30% in 1996). A compensation charge is . 
charged off on the vested period. 

Accordingly, the Company’s net earnings, earnings per 
share and diluted earnings per share for the year ended 
December 31, 1998 would have been increased, on a‘pro 
forma basis, by $2,809,000, $0.04 and $0.04 respectively 
(net earnings, earnings per share and diluted earnings per 
share for the year ended December 31, 1997 would have been 


reduced by $2,997,000, $0.05 and $0.05 respectively, and 


the net earnings, earnings per share and diluted earnings per 
share for the year ended December 31, 1996 would have 
been reduced by $2,067,000, $0.03 and $0.03 respectively). 
The pro forma effect on net income for 1996, 1997 and 1998 
is not necessarily representative.of the pro forma effect on 
net income in future years because it does not take into 
consideration pro forma salary expenses related to options 
granted prior to January 1, 1995. 

The weighted average fair value of options granted in 1998 


_ was $2.92 ($4.43 in 1997 and $5.14 in 1996). 
~ D. US STANDARD APPLICABLE TO THE 2000 


FINANCIAL YEAR 
The Financial Accounting Standards Board has issued 
SFAS #133 dealing with hedging instruments. 

This standard should be adopted for fiscal years 


“commencing after June 15, 1999. The Company has not yet 
determined the potential impact of these statements. 


‘DIRECTORS. 
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Executive Committee 

The Executive Committee may exercise all the powers of 

the Board of Directors, except as otherwise provided by * 

law or by the Board of Directors. In practice, however, the —~ 
committee acts only with respect to matters specifically 
delegated to it by the Board of Directors. 


Guy G. Dufresne (Chairman) 
Alexander G. Balogh 
Louis P. Gignac 

Alan Z. Golden | 

Yves Harvey 

Gilles Mercure 


Audit Committee 


The Audit Committee is responsible for: reviewing and 
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pertaining to these two areas of involvement; and overseeing 
the application and management of corporate policies and 
procedures adopted by the regulatory authorities and the 
Board concerning financial information and intemal controls. 


Gilles Mercure (Chairman) 
Michel Desbiens 
Guy G. Dufresne 


Graham Farquharson 
: Michel Gaucher 


Corporate Governance and Human Resources Committee 


The Corporate Governance and Human Resources Committee 
is responsible for: reviewing and assessing all aspects of 
corporate governance and human resources of Cambior Inc.; 
recommending actions to the Board pertaining to these two - 
areas of involvement; and overseeing the application and 


management of corporate policies and procedures adopted by 


the regulatory authorities and the Board concerning corporate — 


governance and human resources. . 


Alan Z. Golden (Chairman) ~ 
Claude Arcand 
Alexander G. Balogh. 

Guy G. Dufresne 

Graham Farquharson 
Gordon Ritchie 
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Environment, Occupational Health and Safety Committee 
The Environment, Occupational Health and Safety Committee 


is responsible for: reviewing and assessing all aspects of 


environmental and occupational health, safety and training ~ 


matters of Cambior Inc.; recommending actions to the Board — 


pertaining to these two areas of involvement; and overseeing 


the application and management of corporate policies and 


procedures adopted by the regulatory authorities and the 


Board concerning environmental and occupational health, 


safety and training matters. 


_ Yves Harvey (Chairman) 


Claude Arcand 
Michel Desbiens © 
Louis P. Gignae © 


_ Alan Z. Golden 
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-CAMBIOR INC. 


Executive Office: 

800, boul. René-Lévesque Ouest 
Bureau 850 

Montréal,-QC H3B 1X9 

Canada 

Tel.: (514) 878 -3166 

Fax: (514) 878-3324 


Head Office - 
Canadian Operations: 

1075 — 3° Avenue Est. : 

C.P. 9999 

Val d’Or, QC JOP oM1 
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Tel.: (819) 825-0211 

Fax: (819) 825-0342 


KEY Y ADDRESSES 


OMAI GOLD MINES 
LIMITED 


‘Adintmistrative Office: 
176D Middle Street 


Cummingsburg 


__ B.O. Box 12249 
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Guyana 
Tel.: (592-2).66-463 
Fax: (592-2) 66-468 
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C.P. 78280 

San Luis Potost, s. Ee 
Mexico 

Tel.: (52-48) 11-89-16 
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The Annual General Meeting of Shareholders will 
be held on Wednesday, May 12, 1999,-at 11:00 am 
at the Queen Elizabeth Hotel-in Montréal, Québéc. 


A copy of the ‘annual information form is available to shareholders, 
free of charge, upon written request addressed to thé Investor 
Relations Department at the Montréal office. 


Un exemplaire frangais du présent rapport annuel est disponible 
sur demande. Il suffit de s’adresser aw'service des Relations avec 
les investisseurs au bureau dé Montréal. 
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CIBC Mellon Trust Company ° 
2001, rue Université, 16° étage 
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Canada 

Tel.: (514) 285-3552 

Toll Free: 1-800-387-0825 
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